The Incorporated Accountants’ Journal 


The Official Organ of 
The Society of Incorporated Accountants and Auditors 


THE INCORPORATED ACCOUNTANTS’ JOURNAL 
is published monthly, on the first day of each 
month, at an Annual Subscription o 12s. 6d.. 


which includes postage to all parts of the world. 
The price of a single copy is 1s. 3d., postage 


Communications respecting the general business 
SratEn 2 oes ee 
Society of Incorporated Accountants and 


Letters for the Editors to be forwarded to them, 
See ee See. Comegnaan, 
copies of reports and accounts, &c., will be 
welcomed from the profession. 


Vol. XLVII 


NOVEMBER, 1935 


No. 2 


Contents. 


Professional Notes 

Repayment of Tax on Bank Interest (Article) 

Compensation for Goodwill (Article) ... — as 

The Cape Society of Accountants and Auditors 

Incorporated Accountants’ London and District t Society : Luncheon 
to Mr. R. Wilson Bartlett . “ 

Loose-leaf Minute Books . 

Society of Incorporated Accountants and. Auditors: Council Meeting 

Reviews... o 

Changes and "Removals aii 

Medium and Long-term Credit : ‘Lecture by Mr. J. Gibson Jarvie .. 

Swansea and South-West Wales ‘sh 

Municipal Accounts: Lecture by Mr. A. B. Griffiths, FS.AA. . 

Incorporated Accountants’ District Socie ty of es and Cornwall : 
nae moun Dinner . . 

C 
Form of “Auditors’ Report 

The Basis of Accountants’ Charges : A "Judge's Observations 

Chartered Institute of Secretaries: Annual ope os 

Forthcoming Events ‘ans 

Incorporated Accountants’ "Golfing Society 

Local Income Tax: Paper by Mr. John "Allcock, OBE... 

District Societies of Incorporated Accountants ion i 

- Scottish Branch : waged of sores ee 

Scottish Notes one 

Legal Notes 


SSSSFSRKSE 


= 


Professional Hotes. 


In the month of January last a law was passed 
in the Republic of Panama establishing an 
Accountancy Board to regulate the exercise of 
the profession and granting power to confer the 
title “‘ Contador Publico Autorizado,” with the 
abbreviation C.P.A., the meaning of the title 
being Authorised Public Accountant. In con- 
nection with this law examination regulations 
were made under date July 25th, 1935. During 
the first year of its existence the Accountancy 
Board is authorised to issue C.P.A. certificates 
to persons who satisfy the Board that they 
possess the necessary qualifications. After the 
first year candidates must pass an examination 
in prescribed subjects, and it is stipulated that 
before presenting themselves they must be of 
full age and of good character, must be domiciled 
in the Republic of Panama, and must produce 
evidence of general education and of five years’ 
uninterrupted accountancy experience. 


Twelve months after the law comes into 
operation it is made prohibitive for persons who 
do not possess the C.P.A. certificate to offer 
their services to the public or to practise as 
Authorised Public Accountants or to use the 
title ‘“‘ Contador Publico Autorizado ” or abbre- 
viations thereof by initial letters or otherwise. 
One of the regulations specifies that no C.P.A. 
shall solicit work from a client of another, nor, 
with the object of obtaining work, offer his. 
services for a fee less than that which has been 
previously fixed by another accountant; neither 
shall he give his services for a fee which depends 
on the results which may be obtained from his 
own’ labours. 


A correspondent who is familiar with audit 
procedure in France has sent us the following 
memorandum :— 

I have read with interest the translation of the 
New Decree laws in your October issue. In the 
new Article 34 of the Companies Act (page 10, 
column 2), and in the third paragraph, it is pro- 
vided :— 

** They (the auditors) shall in addition pre- 
pare a special report on the operations pre- 
scribed by Article 40 of the present law.” 

Article 40 of the law of 1867 is as follows :— 

“‘ The directors are prohibited from taking 
or retaining a direct or indirect interest in 
an enterprise or a transaction made with a 
company or on its account, unless they are 
authorised in that behalf by the general 
meeting. There shall be laid before the 
general meeting in each year a special account 
of transactions or enterprises authorised by 
the general meeting, in terms of the pre- 
ceding paragraph. 

This law provides that the general meeting must 
authorise contracts in which the directors are 
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interested, and that each year a special report on 
the contracts so authorised must be made to the 
general meeting. It is now the duty of the auditor 
to examine and report upon such operations.” 


An announcement has been issued from 
10, Downing Street, to the effect that the King 
has been pleased to approve that Sir Stephen 
Killik, K.C.V.O., be appointed a Knight Grand 
Cross of the Order of the British Empire on the 
occasion of his retirement from the office of Lord 
Mayor of London, and that the honour of knight- 
hood be conferred upon Alderman Twyford and 
Mr. J. S. Pearse on the occasion of their retirement 
from the office of Sheriffs of the City of London. 


Mr. E. V. Nixon, C.M.G., F.S.A.A., Melbourne, 
has been appointed a Member of the Royal Com- 
mission to inquire into the Monetary and Banking 
Systems in Australia. 


In the Hearts of Oak Assurance Company case 
an important pronouncement was made by Mr. 
Justice Bennett with regard to the admission of 
loose-leaf books as evidence. His remarks applied 
specifically to a loose-leaf minute book, which he 
held was not a book within the meaning of sect. 
120 of the Companies Act. The section provides 
that the proceedings at general meetings and at 
meetings of directors or managers are “to be 
entered in books kept for that purpose.” ‘* The 
thing tendered to me,” said his Lordship, “‘ con- 
sists of a number of loose leaves fastened together 
between two covers in such a physical condition 
that at any moment anybody who pleased to do 
so could take out a number of leaves and substi- 
tute a number of other leaves. It is a thing which 
can easily and readily be tampered with by a 
dishonest person without anybody being the 
wiser.” 

It should be noted that the judgment related 
to the admission as evidence of a loose-leaf 
minute book under sect. 120 of the Companies 
Act, and it does not necessarily follow that the 
same observations would apply to loose-leaf books 
of account, but it certainly does throw consider- 
able doubt upon the matter. The interpretation 
section of the Companies Act (section 380) states 
that ‘book and paper” and “ book or paper” 
include accounts, deeds, writings and documents, 
but this is not very enlightening. Loose-leaf 
books of account are now in such general use that 
it is difficult to conceive that the entries they 
contain are not to be legally recognised, and we 
imagine the matter will not be allowed to remain 
long in doubt. 


An important decision in connection with the 
will of the late Lord Inchcape was given in the 
Court of Session, Edinburgh, last month. It had 
relation to the legal effect of alterations made in 
pencil by the testator upon the will. The Lord 
President said there was a clear presumption that 
in the case of a formally executed will pencil altera- 
tions were not intended to have final effect and 
Lord Blackburn expressed the view that it was im- 
possible in the circumstances to hold that any 
other effect could be given to the pencil alterations 
than that they were inserted to enable the 
testator to deliberate as to whether they should 
finally be given effect to. The Court unanimously 
decided that the pencil alterations had no testa- 


mentary effect. 


With the resignation of Lord Hanworth from 
the office of Master of the Rolls on account of 
ill-health, the Judiciary loses the services of a 
distinguished representative of the Pollock family 
—a family whose name has long been familiar in 
legal circles. He is succeeded by Lord Wright, 
who had the distinction of being promoted direct 
to a Lordship of Appeal in Ordinary from a 
Judgeship of the High Court. At the same time, 
Sir F. H. Maugham, one of the Lord Justices of 
Appeal, has been appointed a Lord of Appeal in 
Ordinary in succession to the late Lord Tomlin, 
and Mr. Wilfrid Greene, K.C., one of the best 
known practitioners at the Bar, has been ap- 
pointed a Lord Justice of Appeal. 


Under the heading of “* A Life of Great Accom- 
plishment,” the Journal of Accountancy, New 
York, makes the following reference to the late 
Sir James Martin: “In his long and honoured 
life-time he had probably done more than any 
other one man to advance the interests of account- 
ancy in the British Empire. In the early days of 
the Incorporated Society of Accountants and 
Auditors when it was little and comparatively 
unimportant, he laboured faithfully and un- 
remittingly to make for it a place in the sun. It 
seemed almost an impossible task, but he was 
never discouraged, and by his efforts, ably assisted 
by many successive Presidents, he brought his 
Society to a position admitted to be of the first 
rank. The older Institute of Chartered Account- 
ants had already made its name and reputation, 
and a newer organisation found its way to the 
front with great difficulty, but success came at 
last. The secretary who had done these great 
things was knighted by his King. He travelled 
in many parts of the world establishing Branches 
of the Society, and in the course of his journeys 
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visited this country and made a host of friends. 
There is something singularly appropriate and 
complete about his life and death. He had just 
presided at the fiftieth anniversary of the founding 
of the Society. He could look back with an intense 
sense of gratification to the success of the organisa- 
tion of which he was the protagonist. He earned 
and retained the undivided gratitude of his asso- 
ciates and the respect and affection of accountants 
of other societies, both in his own land and 
abroad. He was a strong man and, withal, a 
very gracious gentleman.” 


At the dinner of the Institute of Chartered 
Accountants in England and Wales held in Guild- 
hall, London, last month, the Lord Mayor, Sir 
Stephen Killik, F.S.A.A., in reply to the civic 
toast, said he knew of no training which was so 
useful as that of an accountant in leading to clear 
thinking. He had found his accountancy training 
of immense value, and it had helped him con- 
siderably in carrying out the many duties in his 
present position. The Lord Chancellor (Lord 
Hailsham), in submitting the toast of ‘ The 
Institute,” said that accountancy had a much 
wider scope to-day than it had when the organisa- 
tion was established sixty years ago. Outside 
the sphere of company law there were many 
fields of activity open to the accountant of 
to-day. As local authorities plunged more and 
more deeply into the field of municipal trading 
they greatly required the assistance of someone 
who would separate truth from fiction and avoid 
all looseness of expression or confusion of thought. 
The President, Mr. A. E. Cutforth, in responding, 
said that the conception of public service was 
nowhere more prominent than among members 
of the great professions with which theirs might 
now fairly be numbered. 


In order to avoid delay and expense in winding- 
up estates of deceased persons with property in 
different parts of the British Empire, the London 
Chamber of Commerce, some little time ago, 
approached the Colonial Office with a suggestion 
that steps might be taken to secure reciprocal 
recognition of Probates and Letters of Adminis- 
tration between Great Britain and all the Colonies, 
and also between all the Colonies under the juris- 
diction of the Colonial Office, inter se. As a result 
the Colonial Office has sent a circular to the 
officers administering the Governments of the 
Colonies and Protectorates, enclosing a model 
draft ordnance which would provide for the re- 
sealing, in any territory in which it was enacted, 
of Probates and Letters of Administration ob- 
tained in any other part of the Empire. 


In this country the Colonial Probates Act of 
1892, as subsequently amended, makes provision 
for the recognition in the United Kingdom of 
Probates and Letters of Administration granted in 
any British Possession or Protectorate which has 
made similar provision for the recognition of 
grants made by the Courts of the United King- 
dom. This has been done in certain of the Colonial 
dependencies, but in those cases the legislation, 
though generally on the lines of the Imperial Act, 
varies in regard to its application to parts of tlfe 
British Empire other than the United Kingdom. 


In the case of In re Maclver’s Settlement, 
a point of some interest arose in relation to an 
issue of shares under a reconstruction scheme of 
Richard Thomas & Co., Limited, whereby a large 
amount of arrears of preference dividend was 
satisfied by an allotment of ordinary shares. The 
question for decision was whether those shares 
ought to be treated as income or capital for the 
purpose of a settlement by the terms of which 
the income of certain shares was to be paid to the 
settlor for life and afterwards to devolve upon 
others. The settlor was still alive, and the 
original shares had been sold, and the proceeds 
invested in cumulative preference shares of 
Richard Thomas & Co., Limited, which company 
with the sanction of the Court, liquidated its 
arrears of preference dividends by getting the 
ordinary shareholders to surrender a block of their 
shares for distribution amongst the preference 
shareholders. 


Mr. Justice Farwell, in giving judgment, said 
he thought it was quite plain that if the company 
had been in a position to pay dividends to ex- 
tinguish the arrears, the whole sum so paid would 
have belonged to the tenant-for-life, and the ques- 
tion was whether it made any difference that the 
trustees, instead of receiving cash, received 
ordinary shares. As the company had not capital- 
ised any moneys, he came to the conclusion that 
the ordinary shares allotted to the preference 
shareholders must be treated as income, and not 
as capital, and as belonging to the person who 
would have been entitled to the arrears of prefer- 
ence dividend if paid. 


Part III of the Report of the Chief Registrar 
of Friendly Societies which deals with the affairs 
of Industrial and Provident Societies gives some 
interesting information regarding the operations 
of the co-operative movement. The sales of retail 
co-operative stores during the year 1933 amounted 
to £195,800,000, which represented a decrease of 
2 per cent. on the preceding year and a decrease 
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of as much as 9 per cent. for the three years since 
1930. It is considered, however, that this de- 
crease is fully accounted for by the fall in prices 
during that period, and that therefore there might 
be an increase rather than a decrease in actual 
goods consumed. Whilst the number of these 
societies has decreased by 55 the membership has 
continued to expand. At the end of 1933 there 
were 6,800,000 members of co-operative stores, an 
inerease of 500,000 since 1930. 


The Bankruptcy Report for the year 1934 
shows a decrease of 487, or about 12 per cent., in 
the number of bankruptcies as compared with 
the preceding year. The estimated liabilities of 
£6,275,000, however, show a decrease of only 
£320,000, whilst the estimated assets of £1,301,000 
are practically the same as in 1933. Under Deeds 
of Arrangement there is a somewhat similar pro- 
portionate decrease in the number of cases which 
number 1,861 for the year. The estimated liabili- 
ties of about £3,547,000 are £271,000 less than in 
1933, and the estimated assets of £1,399,000 show 
a drop of £372,000. It is noticeable that under 
Deeds of Arrangement the estimated assets per 
case are about double those administered under 
bankruptcy proceedings. 


In Scotland the number of sequestrations was 
185, with liabilities of £388,000 and assets of 
£121,000, the corresponding figures for 1933 
being 202, £417,000 and £89,000. There are no 
particulars obtainable of Scottish Deeds of Ar- 
rangement as the registration of those deeds is 
not obligatory. In Northern Ireland the bank- 
ruptcies numbered 26, with liabilities of £27,000 
and assets of £8,000. Of Deeds of Arrangement 
there were 21, with liabilities of £37,000 and 
assets of £17,000 ; whilst arrangements under con- 
trol of the Court numbered 14, the liabilities being 
£40,000 and the assets £10,000. The number of 
cases under each head showed a substantial de- 
crease, and also the liabilities and assets, except 
in the case of bankruptcies, where the liabilities 
and assets were considerably larger than in 1933. 


The facts reported against bankrupts by 
Official Receivers as usual fell mostly under four 
or five heads. In 1,278 cases the bankrupts’ assets 
were not equal to 10s. in the £ on the unsecured 
liabilities ; in 736 cases the bankrupts continued 
to trade after knowing themselves to be insolvent ; 
in 716 cases the bankrupts omitted to keep 
proper books of account ; and in 257 cases bank- 
ruptcy was brought on by rash and hazardous 
speculations. 


REPAYMENT OF TAX ON BANK 
INTEREST. 


Wuere bank advances are made to a customer 
and interest thereon is paid to the bank, the 
customer is entitled on production of the bank 
certificate to repayment by the Revenue of the 
tax on the amount of such interest. If this were 
not so, the Inland Revenue would be receiving 
double the amount of tax on the same income. 
This is a statutory provision by the Income Tax 
Act, 1918, sect. 36 (1), the effect of which is to 
give every one, whether engaged in trade or 
business or not, who pays interest on an advance 
obtained from the bank, the right to repayment of 
tax on the amount of such interest if he has paid 
it without deduction of tax and out of profits or 
gains brought into charge. Persons engaged in 
trade or business, however, do not ordinarily 
require to claim under this section, as they 
deduct such interest in making the return of their 
profits, and do not therefore pay it out of profits 
or gains brought into charge. On the other hand, 
borrowers from a bank who are not engaged in 
trade or business, or who have obtained an 
advance for purposes not connected with their 
trade or business, obtain by virtue of the section 
the benefit of recoupment of tax on the interest 
paid by them to the bank. The rights of the 
Revenue are safeguarded by the proviso to the 
section under which no repayment is to be made 
unless the Commissioners of Inland Revenue are 
satisfied that the interest has been or will be 
brought into account in the return made by the 
bank for income tax purposes. 

In Holder v. Inland Revenue Commissioners 
(1932), it was held that, upon the true 
construction of the sub-section, interest payable 
on an advance from a bank meant interest on an 
advance made to the person paying the interest, 
and that the sub-section did not apply to a pay- 
ment made by a guarantor of the advance under 
his guarantee. 

Paton v. Inland Revenue Commissioners (1935) 
shows, however, that the right to repayment of 
tax on the interest may be lost. In this case the 
appellant was trustee of the estate of one Fenton 
under two deeds of arrangement. Fenton had 
borrowed large sums from banks. It was the 
practice of the banks to add interest each half- 
year to the amount advanced. The appellant 
claimed repayment of income tax under sect. 36 
in respect of interest paid to the banks without 
deduction of tax to the extent of the total income 
of Fenton after deducting the charges thereon. 
It was contended.on behalf of the appellant that 
the interest had been paid out of profits or gains 
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brought into charge within the meaning of sect. 36. 
The Crown contended (a) that the interest 
debited in the accounts had not been paid within 
the meaning of sect. 36; (b) alternatively, that 
the interest had not been paid out of profits or 
gains brought into charge, but out of further 
advances from the banks. The Special Com- 
missioners held that where interest had been 
debited to loan account and that account had 
not been paid off, even if the interest had in fact 
been paid, it was not paid out of profits or gains 
charged to income tax, but out of further advances 
from the banks. On appeal, Mr. Justice Finlay 
upheld the view of the Special Commissioners. 


COMPENSATION FOR GOODWILL 


GoopwWiLL is a term which has always been the 
cause of difficulty to members of the accountancy 
and legal professions. Attempts to define the 
term have frequently been made, but in common 
with all similar attempts to define the indefinite 
they cannot be said to have achieved any con- 
siderable measure of success. It is noticeable, 


therefore, that in the Landlord and Tenant Act. 
1927, which provides for the payment of com- 
pensation for loss of goodwill resulting from the 


termination of a lease, the Legislature has not 
endeavoured to add to the existing definitions of 
the elusive term employed. 

In brief, the fourth section of the Act provides 
that compensation shall be payable by a landlord 
to his tenant on the termination of a lease used 
wholly or partly for carrying on thereat any trade 
or business, if the tenant proves that by reason 
of the carrying on by him or his predecessors in 
title at the premises of a trade or business for a 
period of not less than five years, goodwill has 
become attached to the premises by reason 
whereof the premises could be let at a higher rent 
than they would have realised had no such good- 
will attached thereto. 

The sum payable by way of compensation in 
such cases is to be fixed by a special tribunal 
formed for the purpose, and elaborate rules are 
laid down by the Act for the assessment of the 
compensation. 

In the first place it is provided that ‘‘ the sum 
- to be awarded as compensation . . . shall not 
exceed such addition to the value of the holding 
at the termination of the tenancy as may be 
determined to be the direct result of the carrying 
on of the trade or business by the tenant or his 
predecessors in title.” It will be seen, therefore, 
that the amount of the compensation can hardly 
be ascertained by means of the methods com- 
monly employed in accountancy practice for the 


purpose of determining the marketable or balance- 
sheet value of goodwill, though this value may be 
a factor to be taken into consideration. 

In the second place, in determining the amount 
of compensation payable, the tribunal is to : 


(i) have regard to the intentions of the tenant 
as to carrying on the trade or business else- 
where, and may make it a condition of its 
award that the tenant shall undertake not 
to carry on the trade or business within 
such distance of the premises as may be 
specified in the award ; and 

(ii) disregard any value which is attributable 
exclusively to the situation of the premises. 

In the third place, if the landlord proves “ that 

the value of the goodwill has been created or in- 
creased owing to restrictions imposed by the land- 
lord, whether by agreement with the tenant or 
not, upon the letting for a competitive trade or 
business of other premises in the neighbourhood 
owned by or under the control of the landlord, 
the tribunal shall have regard thereto, and may 
refuse the application for compensation or may 
award a reduced amount of compensation.” 


Finally, in determining the addition to the value 
of the holding which results directly from the 
carrying on of the lessee’s trade or business, “* the 
tribunal shall, if it is proved that the premises 
will be demolished wholly or partially, or used 
for a different and more profitable purpose, have 
regard to the effect of such demolition or change 
of user on the value of the goodwill to the land- 
lord.” 

It is provided, moreover, that “* premises shall 
be deemed to be used for a more profitable pur- 
pose if, but not unless, the rent which the land- 
lord could obtain for the premises if used for that 
purpose would be greater than the rent which 
could be obtained if they were used for the pur- 
pose of the trade or business carried on by the 
tenant.” 

The interpretation of this last set of provisions 
has been the cause of some considerable litigation. 
In the Whiteman Smith Case (1934), the High 
Court gave the important ruling that in order to 
obtain compensation the tenant must prove not 
only that goodwill has become attached to the 
premises ; but also that by reason of the attach- 
ment of this goodwill the premises could be let 
by the landlord at a higher rent than their true 
market rental value as mere premises; and in 
Hudd v. Mathews (1930) it was held that the basis 
of compensation under the Act is not the loss 
suffered by the tenant, but the benefit accruing 
to the landlord. 

This last decision has recently led to a series 
of other decisions in the County Courts which, in 
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the opinion of many authorities, are not un- 
questionably sound. It has been held in these cases 
that where the landlord, instead of reletting the 
premises, occupies them himself and uses them 
for a purpose other than that for which they were 
formerly used by the tenant, no compensation 
can be recovered by the tenant since there has 
been no gain to the landlord. 


The soundness of these decisions is doubled 
because of the very significant wording of sect. 4 
(1) (a) of the Act which, as stated above, provides 
that in determining the addition to the value of 
the holding the tribunal is to have regard to the 
effect of change of user on the value of the good- 
will to the landlord where it is proved that the 
premises will be “‘ used for a different and more 
profitable purpose.” 

As has been pointed out, sect. 4 (2) goes on to 
state that the premises shall be deemed to be 
used for a more profitable purpose only if, were 
the premises let for the new purpose, the rent 
obtainable would be greater than the rent which 
could be obtained were they let for the purpose 
of the trade carried on by the tenant; and it 
would seem, therefore, that, having regard to the 
phraseology employed—particularly the use of 
the conjunction “ and ” in sect. 4 (1) (a)—it was 
not the intention of the Legislature to deprive the 
tenant of his compensation where the landlord 
does not relet the premises. 

What has to be ascertained in arriving at the 
amount of compensation payable, says Talbot (J.) 
in Hudd v. Mathews, is “ how far the goodwill has 
enhanced the value of the property which the 
landlord has acquired,” and it is difficult to 
understand why this enhancement should be 
affected by the decision of the landlord to use the 
premises for his own purposes instead of re- 
letting them. 


THE CAPE SOCIETY OF ACCOUNTANTS 
AND AUDITORS 


Annual Report. 
The twenty-eighth annual report of the Cape Society 
of Accountants and Auditors for the year ended June 30th, 
— gives the following figures in relation to member- 
= 
The number of members on the roll as at June 30th, 
1934, was... eo oe ee ee 
During the twelve months there were admitted 


206 
13 


And the following have been written off :— 
Resigned i ae - = ies 
Died ee oie o« oe ee 
Lapsed owing to non-payment of sub- 
scription .. ‘6 . “~ <o 


Leaving on the roll at June 30th, 1935 


Incorporated Accountants’ London 
and District Society. 


Luncheon to Mr. R. Wilson Bartlett. 


A luncheon was given by the Incorporated Account- 
ants’ London and District Society to Mr. R. Wilson 
Bartlett, J.P., F.S.A.A., President of the Society of In- 
corporated Accountants and Auditors, at-the Hotel 
Victoria, Northumberland Avenue, W.C., on October 
10th. Mr. HENRY MorGAN, the Chairman of the 
London and District Society, presided, and there were 
present :— 


Mr. R. Wilson Bartlett, J.P. (President of the Society 
of Incorporated Accountants and Auditors), Mr. Walter 
Holman (Vice-President of the Society of Incorporated 
Accountants and Auditors), Sir Thomas Allen, J.P., Sir 
Robert Webber, J.P., Sir Keith Price, Sir Thomas Keens, 
Mr. J. Gibson Jarvie, Mr. R. G. Clarry, M.P., Mr. 
W. H. Coates, Ph.D., LL.B., Mr. Edward Wilshaw, J.P., 
Mr. C. E. Churchill, Mr. Edward Baldry (Vice-Chairman, 
London and District Society), Mr. Richard A. Witty, 
Mr. S. H. G. Hughes, C.B.E., Mr. Fred Bartlett, Mr. S. P. 
Cherrington, Mr. Roland Burrows, K.C., Mr. Alfred E. 
Pugh, Mr. A. de V. Leigh, M.B.E., Mr. Frank L. Riseley, 
Mr. A. Denys Phillips, J.P., Mr. R. B. Dunwoody, C.B.E., 
Major Julian Day, Mr. H. P. Webber, Mr. F. W. Geary, 
Mr. S. R. Hobday, Mr. J. R. W. Alexander, M.A., Mr. 
A. S. Allen, Mr. J. W. Allen, O.B.E., Mr. R. Ashworth, 
Mr. W. N. Bartlett, Mr. H. M. Barton, F.C.A., Mr. S. A. 
Bateman, Mr. J. G. Bennett, Mr. E. G. Bourne, Mr. C. 
Brooks, Mr. W. N. Bubb, Mr. H. J. Burgess, Mr. F. E. 
Clements, Mr. S. Cole, F.C.A., Mr. H. E. Colesworthy, 
Mr. W. J. Crafter, Miss F. G. Crick, Mr. M. A. Crick, 
Mr. C. R. Croft, M.B.E., Mr. T. N. T. David, B.A., Mr. 
N. J. Dodd, F.C.A., Commander C. E. Evans, R.N.V.R., 
Mr. J. C. Fay, A.C.1.S., Mr. W. J. Freeman, Mr. C. C. 
Gatley, LL.D., Mr. F. C. Goodwin, M.A., Mr. W. H. 
Grainger, Mr. G. J. Hakim, Mr. P. A. Hayes, Mr. William 
Holman, Mr. A. H. Hughes, Mr. A. G. Huson, Mr. A. V. 
Huson, Mr. W. J. Jackson, Mr. J. James, Mr. D. Martin 
Jenkins, Mr. F. Martin Jenkins, Mr. K. Martin Jenkins, 
Mr. P. G. Jones, Mr. D. Lemon, Mr. H. H. Lloyd, M.A.., 
Mr. D. Mahony, Mr. S. Makin, F.C.A., Mr. E. C. Martin, 
Mr. H. Menzies, Mr. W. D. Menzies, Mr. D. F. Middlemiss, 
Mr. A. E. Middleton, Mr. J. J. Middleton, Mr. A. J. 
Monro, Mr. G. Morgan, Mr. S. T. Morris, Mr. S. G. Moss, 
Mr. H. P. Musgrave, Mr. F. J. Nash, Mr. W. B. Nelson, 
Mr. G. O. Parsons, Mr. E. W. Payne, Mr. E. H. Payton, 
A.C.A., Mr. C. H. Pearman, Mr. W. A. Pearman, Mr. H. L. 
Pottier-Smith, Mr. G. R. Pridie, Mr. A. H. Riley, Mrs. 
F. L. Rouse, Mr. T. A. Ryder, F.C.A., Mr. J. P. Sadler, 
Mr. J. Scott-Moore, Mr. A. J. H. Shay, Mr. H. B. Sheasby, 
Mr. N. K. Silver, Col. W. A. Sparrow, O.B.E., Mr. W. 
Strachan, Mr. W.G. Strachan, Mr. M. Thompson, Miss F. 
Wakeford, Mr. H. F. Walters, Capt. B. Warwick, Mr. R. 
T. Warwick, Mr. A. E. Watson, C.B.E., Mr. G. M. Williams, 
Mr. F. R. Witty, Mr. E. J. Wright, O.B.E., and Mr. A. 
A. Garrett, and Mr. E. E. Edwards (Secretaries of the 
District Society). 

The toast of “The King” having been duly 
honoured, 

The Chairman’s Speech 

The CHAIRMAN rose to propose the health of Mr. 
R. Wilson Bartlett, J.P., President of the Society of 
Incorporated Accountants and Auditors. He {said 
that before coming to the subject of his he 
was sure Mr. Wilson Bartlett would allow him to refer 
to the great loss they had recently sustained through 
the death of Sir James Martin. In their attachment 


to and affection for Sir James they had somehow 


| es | 
cc 
ee | : 
re 
th 
eS ae Si 

ee to 
So 
los 
lor 
sel 

in 
dic 
bec 
wit 
liv 

at 
cel 
] 
me 
Bai 
por 
hay 
cha 
to 1 
oce: 
mel 
cap 
tha 

Mr. 
of t 

the 
Wil: 
mar 
his « 

for 
Mon 
Wal 
Prin 
kno 
Wel: 
His 
took 
Soci 

the 
—_—_—_ great 
ee “e 
to w 
- —— confi 
but 
he he 
Mc 
to hi: 
mem) 
activ: 
servic 
~— the s: 

219 ment 
: Jerus. 
: that |} 
he sa 
; 1— 10 identi 
power iat move} 
ee i 


NOVEMBER, 1935] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 39 


come to feel that he would always be with them, 
and indeed his lovable personality and their firm 
regard for him remained an abiding influence. In 
that gathering it was unnecessary for him to eulogise 
Sir James Martin’s splendid qualities, or to attempt 
to describe the services he had rendered to their 
Society over a period of fifty years. Their sense of 
loss was relieved by a feeling of thankfulness for his 
long life, his great ability and his noble example of 
service. (Hear, hear.) It was frequently the case 
in life that men who undertook some great work 
did not live to see its fulfilment, but those who had 
been associated with Sir James Martin in connection 
with the work of their Society were thankful that he 
lived to see the Jubilee of the Society and to preside 
at the important functions which were arranged to 
celebrate it. (Hear, hear.) 


He was delighted in the name of the London 
members to welcome there that day Mr. R. Wilson 
Bartlett:as the President of the Society of Incor- 
porated Accountants. (Applause.) Through the 
happy thought of one of his predecessors in that 
chair the custom was established of holding a luncheon 
to receive the President of their Society on the first 
occasion after his election, and to give the London 
members an opportunity of meeting him in that 
capacity. He (the Chairman) was indeed fortunate 
that it fell to him to express their congratulations to 
Mr. Wilson Bartlett and to assure him of the support 
of the London members in all that he might do in 
the interests of the Society. At an early age Mr. 
Wilson Bartlett felt the attraction of his (the Chair- 
man’s) native country of Wales and left Yorkshire, 
his own county ; but he did not go quite far enough, 
for he started his professional career in Newport, 
Monmouthshire, Although this was not actually in 
Wales, he had rendered very great service to the 
Principality in many ways. He was very well 
known in South Wales by his connection with the 
Welsh Rugby Union to which he had acted as auditor. 
His early promise was indicated by the fact that he 
took Honours in the Final examination of their 
Society, and he had identified himself strongly with 
the work of professional education. Possessed of 
great industry, methodical by habit and given to 
clear thinking, he had steadily pursued the objects 
to which he had devoted himself and had won the 
confidence not only of all the members of the Council 
but of all the members of the Society with whom 
he had come in contact, (Applause.) 


Most of Mr. Wilson Bartlett’s time had been given 
to his profession, and six years ago he was elected a 
member of the Council. He was a man of many 
activities and had rendered outstanding public 
service in many ways. Recently he received, with 
the sanction of His Majesty the King, the appoint- 
ment of Knight of Grace in the Order of St. John of 
Jerusalem, which was one of the highest honours in 
that historic Order. (Applause.) In his own county 
he sat on the Commission of Peace and had closely 
identified himself with the Chamber of Commerce 
movement, having occupied the position of President 
of the Newport Chamber. 


Whilst it was a great honour to be President of an 
important professional body, they realised that it 
involved considerable sacrifice and imposed great 
responsibilities and obligations, and in times like 
these—times of anxiety—one could never say how 
those responsibilities might extend. He knew of no 
member of the Society better fitted than Mr. Wilson 
Bartlett to undertake the responsibilities and carry 
out the duties of his office, and in this connection 
he had the charming help of Mrs. Wilson Bartlett, 
whom they hoped to meet on many occasions. 
(Hear, hear.) On behalf of the London and District 
Society he could assure Mr. Wilson Bartlett that the 
members felt certain that under his Presidency the 
traditions of the Society of Incorporated Accountants 
would be worthily upheld. (Applause.) 


Mr. Wilson Bartlett’s Speech, 


Mr. R. Witson Bart ett, J.P., who was warmly 
received, said that after such a speech as that 
delivered by the Chairman, those present could 
possibly understand his feelings when he said that 
he felt more than honoured in being entertained in 
that pleasant fashion by the members of the London 
and District Society. In the first place he would like 
to tender to the Chairman his heart-felt thanks for 
all the kind things he had said with regard to his 
past work, and also with regard to the pleasant 
things that were in prospect. As Mr. Morgan had 
stated, this was the first function of their Society 
in London since his appointment as President of the 
Society. Of one thing he was certain: Judging by 
the state of his diary already, there was one un- 
scheduled Presidential duty which would take up a 
lot of his time and that was the enjoyment of a great 
deal of hospitality. (Laughter.) He was happy to 
think that those invitations to the President were 
an expression of unity amongst their members and 
of that spirit of friendship which was such a delightful 
feature of their work. He could assure them that the 
responsibilities of the office which he now occupied 
were very considerably lightened by the willing 
co-operation of all his colleagues on the Council and 
of the many District Societies which came within the 
framework of their organisation; and also by the 
inspiration of those wonderful traditioas which had 
been established by his predecessors. 

On the other hand, as the Chairman had stated, 
the beginning of his Presidency had been very greatly 
overshadowed by the regretted death of his pre- 
decessor in office, Sir James Martin. A great figure 
had passed from the accountancy profession—(hear, 
hear)—and every member felt keenly the loss of a 
devoted friend whose wise counsel had been at the 
service of Incorporated Accountants for over fifty 
years. Sir James had an acute historic perception, 
coupled with a remarkable capacity for judging 
questions of policy in the light of circumstances 
and public opinion at home and abroad. He always 
stimulated courage in difficulty and becoming pride 
in the achievements of their Society. The main 
purpose to which Sir James devoted his life was 
accomplished, might he say, even beyond his greatest 
expectations, and they were indeed fortunate that 
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he was able only this year to preside at those memor- 
able gatherings held in London to celebrate the 
Jubilee of their Society which he himself had assisted 
in founding fifty years ago. (Applause.) As _ his 
successor in office, Mr. Wilson Bartlett said he wished 
to renew the claim which Sir James never failed to 
make upon the active support of each member, both 
in regard to the corporate life of the Society and also 
in the honour which they themselves must sustain 
in their individual professional capacity. Sir James 
also gave them a notable example of faithful work 
on behalf of the general public in his long connection 
with the London Chamber of Commerce, of which he 
had been President, and with the Association of 
British Chambers of Commerce ; and also as member 
on many occasions of various Government Com- 
mittees. In the Society of Incorporated Accountants, 
as they knew it, he had left them a great heritage, 
which was at once a cause for thankfulness and an 
inspiration for the future. (Hear, hear.) Its vigour 
was unabated, and fresh undertakings were con- 
tinually being considered. 


Through the kindness of the Master and Fellows 
of Caius College, Cambridge, a further Course for 
Incorporated Accountants would be held in the middle 
of 1936 similar to the very successful Course held last 
year ; and he would like to say what a great pleasure 
it was that day to meet and welcome so many of the 
young Incorporated Accountants who were present 
last year at Cambridge. 


More recently a Research Committee had been 
established to develop new fields of thought. The 
hard and difficult problems which beset industry 
and commerce always called for new means and new 
developments, and he could assure their visitors that 
those methods were receiving their constant and 
sympathetic consideration. Modern business in all 
its branches required careful thought, organisation 
and finance, and he was sure that to-day their clients 
were prepared to retain and appreciate those services 
and the detached advice which it was the function 
of their profession to provide. 


No part of the country—or, indeed of the whole 
world—-had escaped the depression of the past few 
years, but he felt and believed that the present 
indication—provided the trouble in Southern Europe 
could be localised—were certainly more favourable 
than they had been, and he trusted that all their 
hopes and anticipations of better trade in the near 
future would be fully realised. (Applause.) If, on 
the other hand, the international situation should 
become more complex, he was certain that every 
professional accountant would be prepared loyally 
to support the King and Constitution and give his 


services wholeheartedly in any position in order to - 


preserve and extend the best interests of our nation. 
(Applause.) 


Before concluding, he would like again to express 
to the Chairman his heartfelt thanks for the more 
than generous terms in which he had proposed his 
health. They were all deeply indebted to Mr. 


Morgan for his many services on the Council of their 
Society and elsewhere. They remembered with 
pride that Mr. Morgan was the deputy Chairman of 
the Council of the London Chamber of Commerce, 
on which body he had represented their Society for 
many years; also, that at the present time he was 
a member of the German Debts Committee, appointed 
by the Board of Trade, whose work they were glad 
to think was now bearing fruitful results. (Applause). 
He wished also to express his thanks to several olc 
and personal friends, some of whom had come a 
considerable distance to be with them at that very 
pleasant function. Some had come up from Mon- 
mouthshire, and one from as far away as Devonshire. 
He was sure they would understand how very muc! 
he appreciated their kindness in coming there on 
that occasion. He was told that they had with them 
a friend and also a member of the Society from Sout! 
Africa ; and, as President of the Society, he would 
like particularly to give Mr. H. P. Webber a very 
warm and cordial welcome in that gathering. In con- 
clusion, he wished to extend to the London members 
his very warm thanks for their kind entertainment, 
and also his best wishes for a very pleasant and 
successful term of work during the coming winter. 
(Applause.) 
The Toast of ‘‘ The Chairman.” 

Sir Tuomas ALLEN, J.P. (Newport, Mon.), pro- 
posing the health of *‘ The Chairman,” said that on 
a very memorable occasion Humpty-Dumpty said 
to Alice ** When I use a word it means what I want 
it to mean, no more and no Iess.”” When he (Sir 
Thomas) said he was very happy in the privilege of 
being there that afternoon, he meant it with all his 
heart, and particularly for two reasons. First, on 
seeing his very sincere friend, Mr. Wilson Bartlett. 
honoured amongst his colleagues ; and secondly, on 
being the guest of the Society on that very happy 
occasion. There was an epitaph in the graveyard of 
the town from which Mr. Wilson Bartlett and he 
eame, which read: ‘He averaged well for this 
vicinity.” (Laughter.) But he could assure them 
that in Monmouthshire Mr. Wilson Bartlett was 
esteemed above the average, because he was held 
to stand for all that was straight, clean and wholesome 
in their commercial and civic life. He thought he 
could truly say of him that he was one who had risen 
to eminence by the merit of his own true craftsman- 
ship, efficiency and thoroughness, sealed with the 
bond of high character. They all knew that it 
needed a very steady hand—especially that afternoon 
—to carry a full cup, but he was sure that Mr. Wilson 
Bartlett would carry any honour which had already. 
or might in the future, come to him, with that quict 
dignity which they always associated with intrinsic 
worth. 

But his purpose in rising was not either to praise 
or to bury Cesar, but to submit to them the toast 
of their Chairman. He was perfectly sure of this. 
that if Mr. Wilson Bartlett during his term of office 
should be permitted to carry the Society to even some 
higher and wider sphere of usefulness, he would be 
the first to admit that he would do so on that sure 
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foundation which the Chairman and Sir James Martin 
had done so much to well and truly lay. Mr. Morgan’s 
own fine services to accountancy were not only 
written indelibly in the records of their own Society, 
but in his advocacy in connection with the reform of 
Company Law and other subjects which made the 
way of the transgressor hard. Sir Austen Chamber- 
lain, in making a speech the other day, said: * I only 
know two tunes ; one is ‘God Save the King’ and the 
other isn’t.” (Laughter.) The Chairman had 
touched many notes on the scale of commercial life, 
but he was happy to believe that they had all been 
in unison for the integrity of the profession and for 
the making of a balance sheet as honest, if possible, 
as the Bible. Changes, of course, were bound to 
come. They were reading last week how robots 
were now adding up their figures, recording their 
business conversations and even going so far as to 
sign their cheques at the rate of sixty a minute. 
Experience, however, still showed that the figures 
of a balance sheet admitted of no pathological or 
psycho-analytical treatment. Two and two must 
always be four in accountancy. Materially and 
morally they were bound as accountants and auditors 
to stand for the highest. Accountants, he believed, 
were expected to find out the origin of evil just as 


easily as an Archbishop. They were always expected 


to stand on the side of the angels and the police. 
(Laughter.) He hoped that the Chairman would 
long carry on his service of usefulness for the pro- 
fession, stimulate others with his own zeal, influence 
them by his personality, and direct them by his sound 
judgment. When he was in China some time ago 
he noticed that when two friends met each other, 
instead of shaking hands with each other they shook 
hands with themselves. He was shaking hands with 
himself that afternoon in the privilege of being with 
them and in the sincere hope that it would be for 
long the privilege and pleasure of the Chairman to 
voice in no mistakable terms the high ideals of the 
Society and continue to stand for that which was 
excellent, so that his colleagues would always be 
delighted to emulate his example. With those 
sentiments he was happy, in the name of everyone 
present, to submit the toast of “* The Chairman.” 


The CHAIRMAN, in reply, said he always thought 
that at these luncheons, where toasts were few and 
those attending them were in a hurry to get back 
to their business affairs, it was somewhat of a mistake 
so to arrange the toast list that the audience would 
have to listen to two speeches from the same in- 
dividual. Yet it would be very ungracious of him 
if he did not welcome the opportunity of expressing 
to Sir Thomas Allen his thanks for the generous 
personal references in proposing his health. It was 
a great pleasure to the London and District Society 
that they had with them that day so many prominent 
men to assist them in doing honour to their new 
President, and amongst those visitors they were 
indeed fortunate in having Sir Thomas Allen. Sir 
Thomas Allen had for very many years past been 
associated with Mr. Wilson Bartlett in his own 
borough and his own county ; but Sir Thomas was 


known throughout this country for the valuable 
public services which he had rendered in many 
capacities and which they knew he was still rendering 
to the nation. Sir Thomas had been good enough to 
refer to that pet subject of his, the reform of Com- 
pany Law. He hoped from the look of alarm on 
the faces of some of the audience that they did not 
think he was going to launch out at any great length, 
except to say this—that since the passing of the last 
Companies Act the extension of the subsidiary com- 
pany principle had rendered absolutely obsolete any 
provisions in the last Act which were intended to 
check the abuses in connection with the accounts 
of holding companies. It was only last week that 
there was a very able and important article in the 
Economist dealing with that subject and pointing 
out the serious dangers to which the investing public 
was exposed by reason of the weaknesses in the last 
Act. He was sure of this, that their Society would 
continue to use its best efforts to ensure that balance 
sheets and accounts were what the investing public 
always thought them to be—true and correct state- 
ments of the position of a company’s affairs. He 
thanked them for the way in which they had received 
the toast of his health. 


LOOSE-LEAF MINUTE BOOKS. 


In an action brought by Mr. James Charteris Burleigh, 
accountant, as liquidator of the Hearts of Oak Assurance 
Company, Ltd., against James Flower & Sons, stock- 
brokers, Copthall Court, Throgmorton Street, London, E.C., 
which was settled in the Chancery Division on October 9th, 
Mr. Justice Bennett gave an important decision reject- 
ing the admissibility as evidence of what are commonly 
known as loose-leaf books. 

Mr. Fergus Morton, K.C., on behalf of the liquidator, 
tendered as evidence a minute book in which were 
recorded the resolutions passed by the directors of the 
Hearts of Oak Company. 


Mr. Gavin Simonds, K.C., for the defendants, objected 
on the ground that the “ chattel” submitted was not a 
book within the meaning of section 120 of the Companies 
Act. He contended that to be a book it must be cohesive, 
bound together and incapable of being tampered with. 
It must be sewn or pasted together. 

Mr. Justice Bennett, giving his decision, said that the 
thing which Mr. Morton called a minute book consisted 
of a number of loose leaves fastened together between 
two covers in such a physical condition that at any 
moment anybody who pleased to do so could take out any 
number of leaves and substitute any number of other 
leaves. This was a thing which people, if they were 
minded to be dishonest, could readily and easily tamper 
with without anybody being able to see that it had been 
tampered with. What he had to decide was whether 
this thing was a book within the meaning of section 120 
of the Companies Act, 1929. So far as he knew there 
was no authority on the question, but he would hold 
that it was not a book as he thought it most undesirable 
that anything that could be added to or taken away from 
at any moment without anyone being the wiser should be 
put in as evidence under the section. On that ground he 
found that what was tendered was not a book within 
section 120, and he rejected the evidence. 
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Society of Incorporated Accountants 
and Quditors. 


COUNCIL MEETING. 

A meeting of the Council was held on Tuesday, 
October 29th, 

Present: Mr. R. Wilson Bartlett (President) in the 
chair, Mr. Walter Holman (Vice-President), Mr. A. Stuart 
Allen, Mr. W. Norman Bubb, Mr. Henry J. Burgess, Mr. 
Arthur Collins, Sir Thomas Keens, Mr. Henry Morgan, 
Mr. C. Hewetson Nelson, Mr. William Paynter, Mr. R. T. 
Warwick, Mr. Richard A. Witty, Mr. A. A. Garrett 
(Secretary), Mr. E. E. Edwards (Parliamentary Secretary), 
and Mr. J. R. W. Alexander. 

Apologies for non-attendance were received from Mr. E. 
Cassleton Elliott and all members away from London. 

Tue Late Sir JAMES MarrTIN. 

The President referred to the regretted death of Sir 
James Martin, and the Council rose in their seats and 
adopted the following resolution in silence : 

That the Members of the Society of Incorporated 
Accountants and Auditors have heard with profound 
sorrow of the death of Sir James Martin, M.B.E., J.P., 
Secretary of the Society 1886-1919, Member of the 
Council 1922-1935, President 1922-23, and in 1935 
(Fiftieth Anniversary Celebrations). The Council tender 
to Lady Martin and the members of her family their 
sincere sympathy in the great loss they have sustained. 
The Council desire to record their heartfelt thankfulness 
for the work of Sir James Martin for Incorporated 
Accountants and for the Accountancy Profession. The 
affection in which Sir James was held and the grateful 
remembrance of his high character will remain a source 
of inspiration to those who guide the destinies of the 
Society in the future. 

Tue Lorp Mayor or Lonpon. 

The President intimated that on behalf of the Members 
of the Council he had conveyed to the Lord Mayor, 
Sir Stephen Killik, K.C.V.O., an Honorary Member of 
the Society, the congratulations of the Council upon the 
announcement that there is to be conferred upon him 
by His Majesty the Honour of Knight Grand Cross 
of the Most Excellent Order of the British Empire 
to mark his valued services as Lord Mayor during his year 
of office which shortly expires. 

DEATHS. 

The Secretary reported the deaths of the following 
members : 

Thomas Robinson Ainscough (Fellow), Buenos Aires ; 
Albert Allen (Associate), Lincoln ; Robert Baikie (Fellow), 
Pretoria ; Andrew Herbert Brewer (Fellow), Bath ; Charles 
George Clark (Fellow), London ; John Edwin Paul Close 
(Fellow), Cape Town ; Norman John Cornish (Associate), 
Liverpool; Sydney John Flawn (Associate), London ; 
Thomas Bendry Hawkins (Fellow), Bolton; William 
Stewart Hutchison (Fellow), London ; Philip Henry Lang 
(Fellow), Romiley ; Sir James Martin, M.B.E. (Fellow), 
London (Past-President) ; Stanley Metcalfe (Associate), 
Pudsey; George Merrils Sanders (Fellow), Cardiff ; 
Arthur Whale (Fellow), London ; Edgar Maurice Wheller 
(Associate), Bridgwater ; William Wilson (Junr.) (Fellow), 
Greenock ; Joseph Robert Vose (Fellow), Bolton. 


The Lecture by Professor J. H. Jones, M.A., on 
“Neglected Aspects of Rationalisation,” arranged 
by the London and District Society, to which students 
are invited, is on Wednesday, December 11th, and 
not Tuesday, December 10th, as stated in the syllabus 
of the London Students’ Society. 


Rebiews. 


Alpe’s Law of Stamp Duties, 22nd Edition. By A. L. 
Goodman and Stanley Borrie. London: Jordan and 
Sons, Ltd., Chancery Lane, W.C.2. (416 pp. Price 
15s. net.) 

This is the standard book on the. subject of stamp 
duties, and the present edition embodies several modifica- 
tions of the law introduced by recent Finance Acts ; 
likewise some important decisions of the Courts since the 
publication of the previous edition. The general arrange- 
ment of the book remains as before, and contains very 
full information on all matters relating to the subject. 


The Substance of Economics. 9th Edition. By H. A. 
Silverman, B.A. London: Sir Isaac Pitman & Sons, 
Lid., Parker Street, Kingsway, W.C. (352 pp. Price 
6s. net.) 

When the previous edition of this book was issued, it 
was considerably enlarged and revised, and the present 
edition leaves the plan and style of the book unchanged, 
but embodies further revision and brings the statistical 
tables up to date. The object of the author has been to 
combine a descriptive survey of the economic system with 
an elementary account of the governing principles, mainly 
to meet the requirements of students. The matter is well 
arranged and the principles clearly stated. 


Auditing Procedure. 2nd Edition. By De Witt Carl 
Eggleston. C.P.A. London: Chapman & Hall, Lid., 
11, Henrietta Street, W.C.2. (490 pp. Price 22s. 6d. 
net.) 

To those desirous of becoming acquainted with audit 
procedure in America, this publication contains much 
useful information. Amongst the subjects dealt with 
are the nature and scope of an audit, the professional 
conduct and liability of auditors, the method of verifica- 
tion of the different assets and liabilities on the balance 
sheet, auditors’ reports and certificates, a chapter on 
audit working papers, and another on investigations for 
credit and investment purposes. 


Changes and Remobdals. 


Messrs. Cassleton Elliott & Co., 4 and 6, Throgmorto 


Avenue, London, E.C.2, announce that they have ad- 
mitted into partnership Mr. C. O. Skey, M.A., F.C.A. 
The name of the firm will remain unchanged. 


Messrs. C. A. Holliday & Co., Incorporated Account- 
ants, intimate that they have removed their offices from 
First Avenue House, High Holborn, W.C.1, to Dominion 
Buildings, 2, South Place, London, E.C.2, and that they 
are carrying on their practice in association with Messrs. 
Widdowson & Co., Incorporated Accountants, of the 
same address. 


Messrs. S. J. MceGibbon & Co. have admitted into 
partnership Mr. K. S. J. McGibbon, and have removed 
their offices to Shell House, 205-209, St. George’s Terrace, 
Perth, Western Australia. 


Messrs. Jones, Robathan, Thompson & Co., announce 


-that Mr. P. E. Robathan, F.S.A.A., has retired from the 


firm, and that their Cardiff office will now be under the 
direction of Mr. S. T. Evans, F.C.A., and Mr. H. C. R. 
Thompson, F.C.A. The Newport, Carmarthen and London 


offices will continue to be directed by Mr. D. A. Onions, 


C.A., and Mr. H. F. Dauncey, A.C.A. 


Mr. William White, Incorporated Accountant, advises 
of address to Pioneer Assurance Chambers, 


a 
81, Dale Street, Liverpool. 
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Medium and Long Term Credit. 


A Lecrure by 
MR. J. GIBSON JARVIE. 

The opening meeting of the autumn session of the 
Incorporated Accountants’ Students’ Society of London 
and District took place on Tuesday, October Ist, when 
a lecture was delivered by Mr. J. Gibson Jarvie on 
**Medium and Long Term Credit.” 


Preceding the lecture a reception was given by the 
President, Sir Stephen Killik, F.S.A.A., the Lord Mayor 
of London, and his daughter, the Lady Mayoress. 


Mr. G. Rosy Priwre, the Vice-President of the Students’ 
Society, occupied the chair at the business meeting. 

Sir SrerHeN KILLIK, in opening the proceedings, said : 
I regret that I have another engagement, and am therefore 
unable to stay and listen to your interesting lecture, but 
before I go I should like to say a very few words with 
regard to the passing away of Sir James Martin. Sir 
James was one of my oldest friends, and a man for whom 
I had the highest regard and respect. He was a man of 
fine character. He conferred dignity upon the profession 
of accountancy generally, and upon the Society of Incor- 
porated Accountants in particular. He was much 
interested in the Students’ Society and by his death you 
have lost a good friend. I will ask you to stand for a 
moment as a mark of respect for his memory. 


A one minute tribute of silence having been observed, 
Mr. Pripre said he had the pleasant duty of proposing 
that a hearty vote of thanks be accorded to their host 
and hostess of the evening, the Lord Mayor and his 
daughter, the Lady Mayoress. Sir Stephen Killik and 
Mrs. Greenland had had a wonderful year of office which 
was nearing its close. The public functions entrusted to 
their care during the year had been carried out with a 
grace which was admired by all with whom they came 
in contact. Among the more eventful of these activities 
were the celebrations in connection with His Majesty’s 
Jubilee, a Royal wedding, and the Jubilee celebrations of 
their own Parent Society. In proposing the vote of 
thanks he asked the members to couple with it their 
personal congratulations to Sir Stephen, who was to be 
the recipient of a further honour from His Majesty the 
King of being created a Knight Grand Cross of the Order 
of the British Empire, in recognition of his public services 
during his year of office ; also their thanks to the Lord 
Mayor and Lady Mayoress for their hospitality that 
evening and for their continued interest in the welfare of 
the Students’ Society. 

The Lorp Mayor, in responding, paid a graceful tribute 
to his daughter, Mrs. Greenland, who, in her capacity of 
Lady Mayoress and official hostess, had, he said, added 
charm and warmth to the success of the many and varied 
social activities which in the ordinary course of their 
duties they were called upon to carry out. 

The Lord Mayor and Lady Mayoress having made their 
departure, the Chairman introduced Mr. J. Gibson Jarvie, 
who delivered his lecture on ‘“*‘ Medium and Long Term 
Credit.” 

Mr. JaRviE said: I regard it as a great privilege that I 
am permitted to deliver another lecture to this Society ; 
I consider it as a belated and, I hope, complete acceptance 
of the views I placed before you in March, 1929—views 
and opinions which, although keenly controversial at that 
time, are now almost generally accepted. 

If I venture into theoretical or controversial matters 
this evening, I shall assume that in the natural course of 


events within a short time you will again set your 
imprimatur on my conclusions by inviting me here again ! 

At our previous meeting the burden of my argument 
was that credit for purely productive purposes should be 
matched at least approximately by credit for distribution 
if a balanced and logical economic system were to result. 
When I spoke to you then even the principle was not 
generally accepted and still less many of the examples of 
distribution credit which I quoted. Experience, how- 
ever, continues to justify the extension of credit for 
distribution or consumption purposes ; demonstrates its 
usefulness and its soundness both socially and financially ; 
and as a consequence demands that it shall be more and 
more extended in scope. To prove my argument I can 
give you some figures, ¢.g., in the case of the companies 
with which I am associated, in the financial year ending 
June 30th, 1929 (the year when I last addressed you), 
the value of credit transactions financed was £4,700,000. 
For the year ended June 30th last the value reached a 
total of £9,200,000. And the goodness of the business is 
surely proved by the fact that the loss ratio is still a mere 
fraction of 1 per cent. 

So much for the financial soundness of the business, 
but the social and general economic effect is infinitely 
more important. Much of that merchandise which was 
financed, and therefore ‘“‘ moved,’ would never even 
have been produced without the credit facilities made 
available. 

Further, most of the merchandise in question took the 
form of capital or semi-capital goods so that not only were 
factories kept going and people kept employed in their 
production, but our national physical wealth has been 
increased by their existence and use. Even more im- 
portant, however, is the fact that much of that mer- 
chandise increased our general efficiency and productive 
capacity, our amenities: it brought greater potential 
wealth within our reach, better possibilities of health 
and higher standards generally. That the benefits were 
limited, relatively speaking, is, of course, true, but the 
contribution to our national progress cannot be measured 
by the amount of money passing when the transactions 
took place—one must see the broader issues and reper- 
cussions in assessing its value. 

The particular subject for discussion this evening is, 
in many respects, merely an extension of the type of credit 
which I discussed with you six years ago. We are to 
deal with medium and long term credit in industry, 
although we cannot altogether exclude short term credit. 
And that for the reason that it so often happens that 
purely temporary short-dated loans from a bank to its 
customer may take the form of a revolving or continuing 
credit. Technically, while a loan may be at call, in 
practice it may become a fluctuating overdraft which 
just runs on. Or it may be a revolving credit which 
becomes again available when the previous drawings 
have been repaid. 

Tue Type or Creprr. 

Our purpose, however, is to consider the type of credit 
which at its inception is arranged to mature on a fixed 
date or dates some considerable time ahead. Normally 
the joint stock banks do not grant such credits—their 
credits are usually on more liquid terms—but there are 
various agencies which cater for such business. There 
are the finance and investment companies, the merchant 
bankers and issue houses, the insurance companies, and 
there is at least one commercial banking group, the one 
with which I am associated, which specialise in medium 
and long term credits—credits extending from one to 
five years, or in even more permanent form, from five to 
twenty years. 
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It is diflicult if not impossible exactly to define the form 
of the credit, or its requirements from the point of view of 
security. It is a case of each proposal being considered 
on its merits ; it is a matter of making the terms suit the 
needs of the borrower and the purpose of the loan. 

The shorter dated or medium term credits may, for 
example, be for the acquisition of new plant or other semi- 
capital goods. In such cases the loan may be secured 
merely by the obligation of the purchaser: or there may 
be a contingent liability on the vendor in addition and in 
certain cases—e.g., where a hire-purchase contract is 
used—there may also be a security in the goods themselves 
until the contract has been implemented. Medium term 
credit may be given for the purpose of financing the 
ordinary requirements of a business where the accommo- 
dation required is too prolonged for ordinary overdraft 
facilities. In this case a debenture may be taken or some 
other security according to the circumstances of the case. 

And then there is the long term credit for a fixed 
period, granted for a period of anything up to twenty 
years subject to amortization on agreed terms. Such 
a credit—or loan—may be made for any legitimate pur- 
pose of the borrower. The borrower is usually a pro- 
gressive and successful company which is yet too small to 
go to the public for money by a public issue. The loan 
may be backed by any suitable security. It may be 
backed by a debenture on the fixed and floating asscts 
or by a specific charge on real property, but it should 
always be a security which may be expected to maintain 
its value during the currency of the loan. It should not 
be a wasting security or one which can be readily dissipated. 
The company should be able to show its capacity to 
liquidate the loan and care should be exercised to see that 
expansion as a result of the loan will not embarrass the 
borrower and merely create a position—as often happens— 
in which the borrower must borrow still further. That 
may result in the then owners of a business losing control 
or, alternatively, being saddled with overheads bevond 
their capacity to carry in slack times. 

A loan should make it possible not only to earn more 
profits but to establish a sound and reasonably liquid 
permanent position. The loan must also be at a fixed 
date so that the borrower’s mind may be free from the 
fear of a sudden call and so that he may budget properly. 


Pre-War MEruops. 

Now, in the old pre-war days it was usual for a man 
when establishing a business to start in a small way and 
to build gradually. Generally, he lived modestly and 
worked hard; frequently, he was assisted by members 
of his family and as his business grew and prospered, as 
much as possible of the profit earned was put back into 
the business. Thus he accumulated capital and estab- 
lished reserves. When additional financial facilities were 
necessary he went to his bank for seasonal requirements 
and got them. And he can still get seasonal assistance 
from the same quarter. When finance of a more per- 
manent character was required, a partner was introduced 
or money was borrowed from someone outside the business. 
Frequently the lender was someone of means who knew 
the borrower personally and was able to assist him with 
advice and in other ways. The system and the practice 
worked very well. Businesses were built on a_ solid 
foundation, capable generally of withstanding the ill wind 
of bad times. Goodwill was valued and cherished. 

Later, with the advent and the increasing popularity 
of the joint stock company, with limited liability to the 
shareholders, many private businesses and old and new 
partnerships were turned into limited companies. Many 


of the founders of these companies have not lived quite 
so modestly as did their predecessors: in recent times 


many self-appointed managing directors have apparently 
felt that the mere title should carry with it some adequat« 
financial allowance, with the result that there are in the 
country to-day businesses owned virtually by one man 
who, as managing director, draws from his company more 
than the company is in a position to pay. 

In the old days that would not have happened. The 
man would have been risking personal bankruptcy, but 
the liquidation of a limited company does not seem to 
inspire quite the same repugnance in the mind of thc 
party most concerned as personal bankruptcy ; nor docs 
it appear to carry the same opprobrium in the minds of 
other people. 

There are very many “one man” or small concerns, 
of course, which are perfectly sound, where a good business 
is being done, where expenses and costs are on a proper 
basis and where reasonable profits are being made and 
kept in the business. There are also, however, many 
** one-man ”’ concerns which seek financial help from out- 
siders when a loan simply is not justified, the type of 
loan which in the old days would never have been sought 
or even considered for a moment. 

There are men who will not hesitate to borrow for « 
limited company they control, who would never dream of 
borrowing were the business private and unlimited. 
And yet they may own, or practically own, all the shares 
in the limited company. They will permit a privately 
owned limited company to take the risk of borrowing 
and the liability for repayment whereas they would 
hesitate long before undertaking a_ personal liability. 
And yet the business, the purpose, the personnel and the 
ownership may be the same in each case. From a lender's 
point of view, whether individual or bank, it is one thing 
to lend to a man engaged in business, as in the old days. 
who is personally responsible for the loan: it is quite 
a different thing to grant the same man a loan, even for 
the same purposes, if he is borrowing on behalf of « 
company with limited liability. 

New CoMMERCIAL IpeEas. 

With the passing of the years, however, the times and 
social and business habits have changed, and the new 
commercial ideas of the post-war years have combined to 
create what is described by many people as a major 
problem. That has been evidenced by the lengthy 
correspondence conducted in the columns of The Times 
within recent months and referred to in other newspapers. 
Much of this correspondence has been inspired by the 
findings of the Macmillan Committee, the members of 
which stated in their report that there was a “ gap” in 
the financial structure which required to be filled. 

That there is a gap is true, but in my opinion it is a gap 
which has been created more by post-war conditions and 
changes in the outlook of business men, than one which 
has been made by the withdrawal of facilities hitherto 
available. Part of the responsibility at least must be 
laid on our changed social conditions, on limited liability. 
on the Jessening of personal liability in dealings. The gay 
is largely the result of our progress itself, caused by the 
greater activity and speed of the present day, by tlic 
keener demand of individuals to build more rapidly and to 
achieve for themselves higher living standards in a shorter 
time than was formerly the case. That may be a good 
thing but, if true, then the gap is something new in our 
commercial life. It is a modern, post-war problem mor 
or less unconnected with former conditions. 

And part of the responsibility must be attributed to 
penal taxation. Taxation has become so burdensome 
that the man who in former days had money to invest 
either has no money to invest, or so much less to invest 
that he is no longer prepared to venture his money in the 
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business of a private individual or a relatively small 
private limited liability company. Taxation now cuts 
into profits so heavily that there is less to add to capital 
by way of reserve. It is patently true that the man 
engaged in business for himself or as a limited company 
at the present time is mulcted of so much of his annual 
profits that the amount available for reserves has been 
reduced below the danger point. 

It is true also, of course, that the methods and rules 
governing the extension of credit in the post-war years 
have changed materially from the methods of older times. 
For example, the internal trade bill which was a vital and 
essential part of our system of exchange in pre-war days, 
has largely fallen into disuse. For a time following the 
war the use of the internal bill was, in fact, actively dis- 
couraged and it is only comparatively recently that the 
use of the bill is again being advocated. 

There have been compensating circumstances, however. 
The overdraft came into more common use, but the over- 
draft costs more than the bill and it loses to the extent 
that the older and more personal relationship between 
banker and customer is not so close as formerly. The 
overdraft has a further disadvantage as compared with 
the bill in that it usually has no fixed maturity date. 
This often leads to more careless budgetting on the part 
of the borrower. 

As between buyers and sellers I doubt whether credit 
on open account is any more common to-day than in 
earlier years. Relatively, perhaps, it is less common. I 
find, for example, that in outlying country districts long 
term credit for ordinary purchases between tradesmen 
and members of the public and between one tradesman 
and another is much more in use than in the urban dis- 
tricts. That is undoubtedly a survival of an older custom 
practised in @istricts where changes have not been so 
revolutionary, where tradition may still persist with some 
safety. In my view, however, open credit in certain 
classes of business would have served our modern needs 
At the best it means that the 
merchant is financing his customer and too frequently 
capital is employed for this purpose which could be more 
profitably employed elsewhere. Bank credit could do 
the work more efficiently and more cheaply—this is the 
sort of case where the bill is the obvious instrument. 

Reviewing the situation from the widest possible angle, 
now is surely the time when people engaged in commerce 
or industry should carefully consider what credit is, 
what it can do, how it could and should be used, and then 
make full and proper use of it. We cannot afford any 
handicap : we should use all our available assets and our 
credit—for our credit individually and as a nation stands 
high—is one of our best. 


INTELLIGENT UsE oF CREDIT. 

The intelligent and efficient use of credit, short term, 
medium or long term, as the case may be, which is awaiting 
use to-day would go far to meet conditions peculiar to 
our times, to offset burdens which were not imposed on 
trade in earlier times, and to fill whatever gap has been 
made by the withdrawal of facilities formerly available 
or by modern conditions. 

We hear a great deal about the need for providing 
credit. particularly for small companies, but that the 
demand is made by genuine and deserving borrowers I 
am not yet prepared to believe. And in spite of reiterated 
statements to the contrary, I believe that it is not so much 
that finance and credit are not available as that there are 
not enough credit-worthy people seeking credit and 
willing to use it. 

At any rate, the evidence at the moment suggests that 
much of the criticism of the present financial system comes 


from the potential borrower whose proposal has not been 
favourably received or from people who have not thor- 
oughly examined or understood all the factors of the 
position. 

Many of the suggestions contained in communications 
to the press if they were carried out could only be carried 
out by a Government institution disbursing Government 
money. No private investor or investing company would 
be justified in taking the risks which many of these critics 
assert should be taken. I would go a step further and 
say that no Government institution even would have 
the right to take the risk, since if the Government lost its 
money it is the taxpayer who would have to pay the bill. 
In other words, industry on a profitable basis would 
ultimately have to pay for the speculative businesses of 
others which had failed and without any corresponding 
or adequate reward. The possible return from good loans 
would never pay for the bad loans. 

It is suggested that unsecured loans of a speculative 
or semi-speculative character might be made quite 
safely to the individual, or company, who could be 
regarded as a good moral hazard. It has been suggested 
that the reward should be a share in the equity, i.e., in 
the earning capacity of the business or the company as 
and when profits are made and that part of the security 
could be the representation of the lender in the business 
or on the board of the borrower. That is not feasible. 
Most of the loans would be too small to justify the expense 
of a competent observer, and as I know from experience 
the majority of the prospective borrowers are unwilling 
to pay more than a nominal rate of interest. Only a 
negligible percentage of potential borrowers are willing 
to give ordinary share or participating rights. Preference 
share or debenture rights in such cases have no real value 
in the event of a loan proving ‘** bad.” 

Any company formed to finance new businesses where 
no adequate security is available would be simply courting 
disaster and almost bound to fail. No such company 
could possibly afford out of its return from loans granted 
adequately to supervise its risks. It would be almost 
completely at the mercy of the borrowers. 

CLasses OF BORROWERS. 

Borrowing companies or individuals can be roughly 
divided into three classes. There is, first of all, the large 
concern with a long and presumably satisfactory trading 
record and possessing assets which justify borrowing. 
That is the type of company which has no difficulty 
whatever in procuring all the finance it requires. It can 
borrow from the banks and it can procure money from the 
public. As there are plerty of sources open to such 
companies they need not concern us in this discussion. 

In the second class might be placed the smaller com- 
panies or private businesses where the people engaged in 
the business have been so occupied long and successfully 
enough to establish a record and to create assets suitable 
to pledge as security for a loan. Such assets need not 
necessarily be composed of real or heritable property, but 
real property should form at least a substantial portion 
of the security for any long term loan. It should be the 
case, of course, that the borrowing company has other 
assets in the form of book debts, plant, machinery and 


‘stock-in-trade, but it should be remembered that no 


company should ever borrow up to the full value of its 
free assets ; if it did so borrow on a medium or long term 
basis, i.e., semi-permanent capital against its fixed and 
floating assets, it would make it almost impossible for the 
company in question to procure seasonal and ordinary 
facilities from its bankers. To the company which has 
reasonable assets and a well balanced position and which 
does not seek to borrow more than it has a right to borrow 
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or than is justified by the circumstances and the position, 
facilities are now freely available. 

Two or three companies, including Credit for Industry, 
Limited, of which I am chairman, have been formed 
for the specific purpose of providing semi-permanent 
capital for medium-sized and smaller businesses. 

In the third category I would place those businesses 
which are either just starting or which have a short 
history, which have no satisfactory trading record, which 
own practically nothing in the form of fixed assets and 
which, at the present stage of their careers, cannot be 
described as other than speculative. As I have already 
indicated, in many instances such businesses may have 
all the attributes and qualities which will make for 
success. If their owners, however, are not prepared to 
work as their forefathers did and build quietly and 
gradually from small beginnings, then they should have 
recourse, and can only have recourse, to someone who is 
prepared to take a gamble. They are not entitled to a 
long term loan on a fixed maturity basis from any ordinary 
financial organisation investing its own or its clients’ or 
depositors’ money. 

Within this class also there might be placed those who 
are possessed of nothing but hope and ambition—and there 
are many of them—the type of person who is convinced 
that he can make a fortune if somebody will only provide 
him with the money in order that he may do it. He takes 
no risk personally since he has no investment, and as a 
general rule he is a quite impractical person who should 
not be trusted with anyone’s money. There is another 
category, of course, with which we are not really con- 
cerned. I refer to businesses, whatever their constitution, 
whose record and present position simply does not justify 
a loan at all: concerns whose real need is reconstruction 
or liquidation. 

You may not agree with these classifications, but 
roughly they cover all possible applications for facilities. 
I would ask you to accept as a fact that I am speaking 
out of actual experience. I would ask you to remember 
that the companies with which I am associated have 
already advanced something like £58,000,000 in the form 
of credit to enable goods to be moved. A substantial 
portion of these millions was lent to comparatively small 
manufacturers and traders. All of it was lent to manu- 
facturers and traders in order that they might dispose of 
their goods to people or companies in a position to use the 
goods and who were unprepared at the moment of pur- 
chase or acquisition to pay in cash. And I would respect- 
fully suggest that one cannot be associated with business 
of that type and to such an extent without accumulating 
a good deal of experience regarding companies and 
businesses of all kinds. 

In addition, in Credit for Industry, Limited, we have 
had the advantage of examining many thousands of 
proposals for loans and quite a number of loans have 
been made. In the granting of these different loans also 
a very close connection has been maintained with the 
borrowers’ banks. Credit for Industry, Limited, never, 
in any case, makes a loan without making certain in 
advance that the granting of the loan will not prejudice 
the position as between the borrower and his banker. 
That is an obvious and necessary precaution to take 
because a loan from Credit for Industry, Limited, could 


do nothing but harm to the borrower if it put him in the — 


position that through the granting of the loan and the 
consequent pledge of at least some portion of his assets 
his ordinary seasonal facilities from his bankers were 
caused to dry up. 
JUSTIFIABLE LOANS AVAILABLE. 
I am prepared to state, therefore, as a result of actual 


experience that I know of no single case where a justifiable 
loan has not been available from some source—the joint 
stock bank, a company within my own group, or some other 
company. While it might be a good thing for the country 
at large if there were enough public spirited speculators 
or gamblers wealthy enough to indulge their passion by 
lending money to young hopefuls either as individuals 
or as companies in order that they might try their hand 
at building a business, it is certainly not the concern of 
banking or investment companies. It could not even be 
done safely by a company organised for the purpose. [| 
have already told you why. It is definitely the type 
of transaction for an individual who knows his risk and is 
prepared to take it and who, because of the fact that 
such loans made by him in the natural course must be 
relatively few in number, may be able to keep an eye on 
the borrowers. 

Even the joint stock banks to-day are making loans 
for longer periods than ever before. I know of many 
eases personally where the banks have lent money at 
fixed periods of time which they would scarcely have 
considered in pre-war days. That is a natural result 
of present conditions, but it surely signifies the willingness 
of the banks to provide the financial sinews of industry 
and ought to be sufficient proof that reasonable applica- 
tions are being and will be sympathetically considered. 


It seems to me that a good deal of nonsense has been 
talked and is being talked on the subject of credit. The 
creation of credit and the use of credit are two entirely 
different things. You may offer unlimited credit but the 
volume of credit which you will eventually extend will 
always be governed by the number of those who are 
willing to use it, by the amount that they need for their 
purposes and by their credit-worthiness. The volume of 
justifiable credit extended or in use at any time must 
always be governed to some extent by the borrowers’ 
justification for borrowing. And in all cases the lender 
must be the final arbiter, no one else has the right to make 
the decision for him. There are in Great Britain to-day 
countless people who are credit-worthy to a greater or 
lesser extent but who, for reasons of caution or con- 
servatism, are not using their credit as they might. This 
applies equally to individuals and to limited companies. 
There are many directions where companies and _ indi- 
viduals could use their credit for their own purposes 
and in such a way that the nation would benefit. It 
may be that they are over cautious ; that they are un- 
prepared to extend, either by taking or giving credit, or 
that the thought simply has not occurred to them. Even 
in business the village blacksmith type does still persist. 

I could give you plenty of illustrations. There is the 
type of company which is still operating in an obsolete 
factory or with obsolete plant. Such a company may be 
making profits, but it certainly is not working as efficiently 
as it might. It is not making all the profit that it could 
make and the chances are that it is not doing as much 
business as it could be doing. For such a concern medium 
or long term credit is available and should be used. There 
are companies, large and small, manufacturing goods 
which could be sold on medium term credit, and yet the 
companies refrain from engaging in such business. Many 
excuses are advanced, but no excuse will alter the fact 
that the credit market for these particular manufactures 
or merchants is infinitely wider than the cash market 
could ever be, or that the credit market, properly organised 
and conducted, is essentially a sound market. 

There are companies extending and taking open credit 
on no pre-determined terms as to when payment will be 
made, or on terms which are not enforced. This is bad 
credit both from the seller’s and the buyer’s points o 
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view. It would be better for both parties if the trade bill 
were used or, alternatively, that terms having been 
agreed they should be adhered to. 

Then there are individuals. To take a case in point 
let us consider the property owner. How many pro- 
perties are there throughout the length and breadth of 
Great Britain—private houses, factories, farms, hotels, 
private estates—that are thoroughly modern, thoroughly 
efficient and up-to-date ? It calls for no great power of 
observation or knowledge of land or buildings or of 
modern factory requirements to see the appalling amount 
of property in this country in need of repair and modernisa- 
tion. We ail know, also, that there is no type of invest- 
ment which depreciates or deteriorates more rapidly than 
property if it is not adequately maintained. 

Credit is freely available for the modernisation of 
existing property, and I hazard the guess that if the credit 
were used, in most if not in all cases the result would be 
profitable to the owner. <A good factory is moge efficient 
than a bad one ; a modern and efficient farm can be made 
to pay even in these days, whereas the position is difficult, 
if not hopeless, if the farm is out of date or ‘* run down.” 

The list is endless, and one could go on indefinitely 
citing instances where medium and long term credit 
could be used with advantage to all concerned. 


GENERAL CONCLUSIONS. 

In conclusion, it might be a good thing if we were to 
realise that the financial system of this country is good and 
that it has successfully weathered storms which have 
created chaos in other countries. The comparison which 
is so frequently made between the British and the con- 
tinental banks with regard to their respective attitudes 
toward commercial propositions, is unfair. It may 
be that some foreign banks have apparently been more 
friendly disposed towards commercial risks than the 
British banks, but results have proved the wisdom of the 
British banker. The fact remains that the standing of 
the foreign banks cannot be compared with the solidity 
and strength of our British banking institutions, nor can 
the most prejudiced person argue that the consistent 
service rendered by the British banks to British industry 
loses by comparison with the service of foreign institutions 
to their clients. 

A good deal of energy would be saved if less prejudice 
and a little more knowledge were injected into discussions 
of the British banking and financial system. It won’t 
pay anyone to decry our financial system by insisting 
too strongly on gaps or needs which are neither so great 
nor so urgent as some people allege. 

Credit is an elastic thing, but, as I have tried to make 
clear, it should be expanded only for sound propositions. 
Credit in the hands of good administrators shyly contracts 
in the face of unworthy demands, because it is sensitive. 
For sound propositions credit is plentiful and ready : 
putting it to unwise uses may cause a shortage for legitimate 
purposes. We should remember that the lender— 
whether it is a private individual, a banking or financial 
house or even the Government—has the right to say 
where his money will be lent and to whom. We should 
try to realise also that there is greater financial courage in 
this country than ever before and that many potential 
investors are earnestly seeking a home for their spare 
capital. Banks and private interests alike do not want 
their funds to be idle. They are right, however, to desire 
a good home for their investment. They would be 
terribly foolish and criminally wrong to be careless or 
reckless in seeking or accepting a lodging where the 
reasonable safety of the money involved would be en- 
dangered. There are many willing lenders, but only to 
responsible borrowers. 


Now that is the end of the paper I have prepared for 
you, but as I have to leave you quite soon, I propose to 
add a few words. 

Credit for Industry Limited, in spite of the general 
rules which have been laid down as to the extension of 
credit to individual concerns, does not always insist on 
physical assets by way of security. There is a general 
impression that banking and finance houses, including 
Credit for Industry Limited, always wish to see gold or 
some security which can readily be realised before advanc- 
ing a penny. That is not true. The banks in this country 
every day are advancing money to industry where there 
is no security which they could grasp at a moment’s notice 
to realise the amount of the loan. They are lending money 
on the good name of the borrower. I could cite you certain 
cases where Credit for Industry Limited, the company of 
which I am chairman, has loaned money where there 
is no security whatever. I have two cases in mind, one 
in particular where the borrowing company had already 
over-borrowed and had been making losses for some years, 
but it was in the hands of people whom we regarded as 
sound people, who knew their job. It was an essential part 
of a still bigger industry, and it was going to be a bad thing 
if that firm was allowed to drop out. The banks would not 
lend money, and they were quite justified in refusing it. 
Insurance companies were already heavily involved, and 
would not put up any more. We examined the position 
carefully, and Credit for Industry Limited put up the 
money to enable that factory to buy materials and so on. 
In effect, Credit for Industry Limited furnished an un- 
secured revolving credit. By doing that we kept the 
factory going, increased the number of people employed, 
and maintained what was an integral part of an important 
industry. That is a thing the ordinary banker never has 
an opportunity of telling the public. There are armchair 
critics who know nothing whatever about everyday 
banking services : there are men who come to me and ask, 
“Why do you not extend credit to this company, or to 
that ?” I always reply : * Bring me any proposition you 
like and it will be sympathetically and carefully con- 
sidered. If it is sound we will accept it, or suggest someone 
else who may.”’ No one can contradict me when I state, 
out of my own experience, which is large, that I know of 
no single case where a loan which was justified has been 
refused. I know of no case where a deserving borrower 
with a right to borrow has failed to find the facilities he 
needed to carry on his legitimate business. (Applause.) 


Discussion 

The CuarrMan: Mr. Gibson Jarvie finds he has still 
another seven or eight minutes to spare, and although, by 
reason of a prior appointment, he cannot personally 
respond to your questions, he would very much like to 
hear something of them before his departure. Mr. Jarvie 
has taken the precaution to bring with him a personal 
friend and co-director, Mr. Carmichael, who has kindly 
agreed to take his place for the purpose of responding to 
any criticisms or questions arising out of the discussion. 
The meeting is now open for your comments. 


Mr. E. J. GamBie: I would like to hear the Lecturer’s 
opinion as to what extent he thinks long term credit has 
contributed to modern trade ————— It strikes me 
that if you grant an industry credit for a long period, you 
usually do so when things are prosperous. The business 


prospers for a while, and then the usual trade depression 


comes along and the concern is handicapped by the borrow- 
ing it has done in those prosperous years. 

Mr. J. Grsson Jarvis : I am not quite certain that I 
follow the speaker's question exactly, but perhaps he will 
correct me if I go wrong. I think he probably has the 
instalment system in the United States of America in 
mind. (Mr. GaMBLE: Yes.) Well, then, you are rather 
suggesting that the use of credit for hire purchases brings 
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a larger volume of goods on the market than is justified, 
so that if a decline in trade occurs it may stop orders 
coming in which, under other conditions, if there had been 
less trade in the past, would probably come in now. I 
cannot understand why a question of that sort should be 
asked at all, and I will tell you why. The use of credit 
in bringing more merchandise into being obviously causes 
greater employment at the time. It means better trade. 
It is quite possible if there is a sudden slump in industry, 
and if people cease to buy or cease pledging their credit 
for still further purchases, that that may accentuate the 
slump. That is a possibility. But surely you ought to 
consider what is the volume of trade now because of the 
use of credit, as against what it would have been if credit 
had not been so used. I am going to suggest that if you 
will consider the position carefully, you will be bound to 
say that because of credit, trade at the present moment is 
larger than would otherwise have been the case. In the 
United States practically the only banking and _ finance 
houses which have weathered the storm without difficulty 
are those which almost exclusively finance instalment trade, 
and the trading companies in America selling on a credit 
basis have been successful also. These are facts. There is 
no difficulty in proving them—figures coming out of 
America furnish the proof. So that the very worst that 
can happen through the extension of credit for the pur- 
chase of goods may be just a temporary additional slacking- 
off. But the fact that you have introduced a new principle 
and taught people to think ahead—to be bold, if you like 
—and through that to bring more and more goods into 
being, must be a good thing. They are creating real 
wealth. It must be profitable for the nation. It has 
increased demand, raised standards, and caused people 
to want things they have not wanted before. One of my 
complaints—and I particularly drew your attention to 
it—is the fact that there are credit-worthy people in this 
country to-day who are not using their credit, and to that 
extent they are reducing, or are not creating, the amount 
of business which could be done here. I think I can prove 
my point in another way. Go back to the pre-War days 
in this country, and you will remember that there were 
countless households in Great Britain where there was no 
piano, no radio, no gramophone. There were people who 
did not own dress clothes, and who lived and died in the 
valley or the district in which they were born. There 
were lots of people who had never made a train journey. 
During the war years young people were sent abroad who 
otherwise would never have gone at all. A great many 
were paid more money than ever before. A great many 
were fighting, and did not have to save money, and so 
they spent their pay. In this country people were, much 
more engaged in work than under normal conditions ; 
there were no vacant places. High wages were paid, and 
people had more money than ever before. This created 
new demands and a new standard of life. Money was 
spent, and people used their credit, and factories sprang 
up in order to supply their needs. What has been the 
result ? Would anyone suggest we are worse off in this 
country because of that ? Credit played a very big part 
in it. And there is a psychological aspect of the situation. 
If you get into the minds of people the idea that by 
exercising a little more courage and effort they are going 
to possess things they would not otherwise possess, they 
are going “ all out ” to get them. There are many families 
owning a house, a piano, a radio, a gramophone, and 
perhaps even a motor car or other things, which they 
would not have dreamed of owning in pre-war days. 
Credit has played a large part in improving the standard 
of living. When all is said and done, the bulk of that type 
of credit which we are discussing is being used for the 
acquisition of capital or semi-capital goods which will 
endure for a period. The physical assets in the country 
are, therefore, infinitely greater than they would other- 
wise be. 


Mr. W. Hotman, Incorporated Accountant: Before 
Mr. Gibson Jarvie goes, I am sure you would wish me, on 
your behalf, to thank him for his extremely interesting 
address. I remember very vividly Mr. Jarvie’s previous 
visit, and the hectic discussion which was raised by his 


paper on “ Consumer Credit.”” We then thought him 
heterodox, and I am delighted to find this evening that he 
has come round to my view, and is entirely orthodox. 
(Laughter.) I have enjoyed his paper immensely, and | 
am sure you all have. I have been wondering how it applies 
to us, and to our duties as accountants. The principles 
he has laid down are admirable, and should prove of value 
to us, not only in our studies, but also in practice. He did 
hint—and I would have liked him to have extended his 
remarks about it—at the dangers of extending credit to 
people who are not credit-worthy. In the course of our 
duties we often have to examine book debts and to advise 
on the amount of credit to be allowed to customers. | 
think a great deal of damage is done to the trade of this 
country by the excessive allowance of credit. Many busi- 
nesses which ought to be closed down are kept going by 
credit on the part of suppliers of goods, and I think that 
we should do a good service to industry if we insisted on a 
reduction of the excessively long terms of credit granted 
in some cases. Now Mr. Jarvie wants to get away, and | 
will just thank him heartily on your behalf for his very 
stimulating address, and ask you to show your approv:l 
in the usual manner. (Applause.) 


Mr. J. Gipson JARVIE : It has been a great pleasure to 
me to come here and I regret that I have now to leave 
you. I thank you very much for the reception you have 
given me, and I thank Mr. Holman for all he has said, 
except on one little point. It is not that I have become 
orthodox ; it is simply that the heterodox of to-day is the 
orthodox of to-morrow, and he has come up to my view. 
(Laughter.) Before I leave you I am going to make a 
suggestion. I have found that you are keen debaters. 
If ever you have a free night, with no one to speak, if you 
want me to come along and debate this subject with you 
—just to stand up and answer questions—I am at your 
service. (Applause.) 


The CuarrMan : That was an interlude. Mr. Carmichael 
is here, and now waiting with keen interest to hear 
your further comments, and answer any questions you 
may raise. The meeting is still open for discussion. 


Mr. E. BALpry, Incorporated Accountant : The problem 
dealt with this evening by Mr. Gibson Jarvie is one which 
practising accountants meet with almost every weck. 
Most of us, I am afraid, have propositions put up to us by 
persons in the last category mentioned by Mr. Jarvie— 
the “ un-credit worthy.” With these we can deal. It is, 
however, people in the fourth category who present, 
perhaps, a rather more difficult problem, and are not so 
easily brushed aside. I refer to the persons who, with 
businesses perhaps three or four years old, and with a 
record of successive losses, still come up smiling in the 
hope that somebody will provide capital for their resusci- 
tation. The number of persons in that category is legion 
nowadays. One is constantly going cap in hand to the 
banks only to be met with the reply, “ This calls for 
further capital, and not overdraft facilities.” I am afraid 
that usually they are perfectly right, and Mr. Jarvie, too, 
is right when he says that essentially they are not credit- 
worthy. On the other hand, one does encounter perfectly 
good sound businesses, administered by honourable 
people, which, after a few years of apparently unprofitable 
although progressive trading, with increasing orders, have 
nothing to the credit of profit and loss account of interest 
to the lender of money ; yet these are often credit-worthy. 
How are you going to finance those deserving businesses, 
with no profit-earning record and with no assets upon 
which any loan can reasonably be secured ? I think this is 
a very real problem. Mr. Baldwin some years ago referred 
in a speech to ‘‘ Willing hands and open spaces” and the 
enormous practical difficulties in bringing them together. 
They ought to be brought together, but unfortunately 
the hands are so often willing merely to grasp the plunder, 
and the open spaces are the empty pockets in which they 
hope to put it. (Laughter.) There is, however, a néed for 
finance for businesses which superficially do not appear 
to be credit-worthy, but which essentially are. I do not 
want to detain os before I sit down I would like to 
say one thing about Mr. Jarvie and his company. There 
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is no doubt they have been very broadminded, with a 
new view-point, and have filled a very real want in the 
commercial cosmos of to-day. They are the buffer between 
permanent capital derived from the issue of shares or 
debentures, and temporary overdraft facilities of the 
banks. They are doing splendid work, and we can take 
this opportunity of telling them that we and other persons 
in this city are very appreciative. 

Mr. D. Maunony, Incorporated Accountant: I was 
given the honour of seconding the vote of thanks to the 
Lecturer, but unfortunately he did not give me time to do 
so. I am rather sorry because I wanted to thank him. 
In the course of investigating a number of fraudulent 
cases in industry, one often finds the man who, if he had 
not been able to borrow money, would never have been 
able to raise the amount of credit from trade creditors 
that he has done. You probably find that when a man 
got into difficulties with his trade creditors and went in 
the first place to the bank, they refused credit, and he 
then went to a relative and got him to become surety to 
the bank. By means of the money so borrowed, the 
trader kept going, and increased the amount due to his 
trade creditors. Now the danger of third party security 
is a point with which the Lecturer did not deal, and I 
think there is a great deal of responsibiiity on the bank 
or the private institution which lends money to an indivi- 
dual or a company on the strength of third-party security. 
Unless the borrower’s moral standing is high, there is 
always the temptation to him to increase his trade credit, 
and when danger threatens to secure or to pay out in the 
first instance the party who has become surety at the bank. 
One very often finds in fraudulent cases that the trader 
has sold his goods at under cost, and used the money so 
derived from his stock to pay or to secure first of all, the 
person who has become surety for him. The result is that 
the trade creditors find themselves eventually facing the 
fact of there being little or no assets, and very large 
liabilities. I think the lecture has been most interesting. 
From its title we rather expected it would concern high 
finance, but it came down to the every-day matters, and 
we have had a really entertaining hour. 

Mr. E. J. GAMBLE: Reverting again to the Lecturer’s 
remark that the credit service has enabled people to 
obtain things now which they did not require and could 
not acquire in pre-war days, it seems to me that that 
principle might be carried to any length. One might say 
that by obtaining such credit people would be able to buy 
a battleship on the instalment system. How is a limit 
placed upon it ? 

Mr. CARMICHAEL : The answer is very sitple. The limit 
is the credit-worthiness of the party who is getting the 
credit. You do not, at least if you are a sane firm, grant 
credit to anybody who asks. There is a certain amount of 
investigation carried out as to the credit standing of the 
person concerned, and if he does not pass certain standards 
of credit-worthiness which are easily understood, he does 
not get the credit. It is perfectly obvious that if companies 
or traders or banks who are financing business get into the 
habit of granting credit to people who do not deserve it, 
that particular procedure will bring its own corrective. 
In a very short time the company or the bank, or whatever 
concern is administering the credit, will find itself in 
liquidation. In United Dominions Trust, Limited, for 
example, I think we have granted in the course of our 
existence something approaching £60,000,000, and prac- 
tically all that credit has been good. As a matter of fact, 
our losses during that particular time have been relatively 
negligible. Every case that is submitted to us, every appli- 
cation for credit made, is very rigidly, almost remorselessly. 
although sympathetically, scrutinised, and if a man does 
not come up to the standards we have set, he does not get 
it. For that particular reason, the business we have 
handled has been very clean. Does that answer your 
question ? 

Mr. GAMBLE : My point is this. I am not conversant 
with pre-war conditions. but I imagine that before the 
War it would have been impossible for most of the ordinary 
general public to possess a motor car. Their purchasing 
powers were limited, but the introduction of credit has 


enabled those purchasing powers to extend. What is the 
limit to which credit can still further extend their pur- 
chasing power? What is going to limit it, if anything ? 


Mr. CarRMICHAEL : Of course, the standard of living since 
pre-war days has been raised very considerably. People 
are now demanding many things which, I quite admit, 
they could not have expected or got in the old days, and 
sometimes it is mysterious how it can happen. Last 
year, for instance, hundreds of thousands of motor cars 
were produced in this country, and vet they were all taken 
up and people were gasping for delivery of certain makes 
at the end of the year. How is that possible? It may 
be very difficult to give economic reasons for it, but I think 
you have got to be satisfied with the answer that it has 
worked. Every one of those cars which has been pro- 
duced has been bought and paid for. I think the practical 
answer to the question is the most satisfactory in the 
long run. Motor manufacturers will even be increasing 
the numbers this year, and I do not think they will pro- 
duce one car that will not be bought and eventually be 
paid for in full. In point of fact, motor cars have been 
made cheaper and brought within the reach of the small 
man, to some extent, through the use of credit. Mr. Baldry 
referred to a company administered by honourable people 
showing progressive trading and increasing orders but not 
making profits. I know that is a very sad question. Itisa 
question that keeps me fully employed in my waking 
hours, and very often in my sleeping hours too. (Laughter. ) 
Just before I came here this afternoon there was brought 
to me a letter—a very peevish letter—from a man who 
had been in international trade, and during the last five 
or six years had been making losses all the time. He 
thought the tide had turned because he had made a small 
profit last vear, and was now directing his attention to the 
home market, but the balance on the wrong side of the 
profit and loss account was a very substantial one. All 
his assets were already mortgaged up to the hilt. He had 
no security to offer, but he thought the tide had turned, 
and could not understand why a company like Credit for 
Industry Limited should not give him what he needed in 
order to set him going again. I admit that that business 
may get round and make good, but as far as Credit for 
Industry Limited is concerned, if we are only getting 
6 per cent. per annum or less for our money, I fail to see 
how we can do anything with a firm of that sort. We 
try our best, as Mr. Jarvie told you this evening, and on 
quite a number of occasions we have taken up businesses 
which were practically on the road to becoming derelict. 
We have done so because the business was situated in some 
particular part of the country where there was a fair 
number of men employed, and if that particular work 
had closed down, those people would have been thrown 
out without the slightest chance of being absorbed else- 
where, but also because we believed the business to be 
inherently sound, and because we were prepared to back 
the individuals in the case. We have taken our courage 
in our hands and lent money to concerns where there was 
little financial justification for doing so, but where we 
were justified in supporting the man. It is a very difficult 
question to know how you are going to finance business 
of that type. If you are getting a very limited return on 
your money, you must usually have some sort of security 
and you must have some sort of feeling that you are not 
going to make a loss. Of course, as far as Credit for 
Industry Limited is concerned, we were brought into 
existence to fulfil a particular function. The Macmillan 
Report, you will remember, said it had been represented 
to the Committee that there were many small and medium 
sized industrial concerns in this country who found it 
impossible to get capital for development purposes, even 
where the security was perfectly sound. The amount they 
required was too small for them to go to the market or to 
the issuing houses. The banks were not of much use to 
them, because any loan would have been at call. The 
Committee said there should be some institution which 
would lend anything from £1,000 up to £50,000 to these 
small concerns in order to help them to develop, the 
amount to be repaid by vearly instalments over a period 
of five, ten, or fifteen years, and indicating a rate of 
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interest something in the nature of that on a preference 
share. Well, Credit for Industry Limited was created to 
perform that function. Our job is to take any small indus- 
trial or trading concern which up to the period of the appli- 
cation can show a good trading record, is under capable 
management, requires anything up to £50,000, and can 
show us that with whatever money they borrow they can 
develop the business, increase the turnover and _ profit 
earning capacity and absorb more men. Any proposition 
of that sort will always have sympathetic consideration 
from us. 

The question of trade creditors referred to by Mr. 
Mahony is also a very difficult problem. For instance, I 
was told to-day of a company that had a small capital 
and a turnover out of all proportion, and I said, ** How do 
they do it ?”” They said they collected quickly and paid 
late. (Laughter.) Well, it may be that some people are 
lucky enough to get away with that, but a balance sheet 
of that sort is particularly vulnerable. I should say that 
almost over-night something might happen to such a 
company which would simply put it out of existence. 

As far as third party security is concerned, we will never 
grant a loan, in any circumstances, purely on the strength 
of a third party security. If the business itself is not able 
to stand alone, then it is not good enough for us. The 
only object in taking a guarantee from some third party 
is in order to strengthen the security. I think it would be 
particularly dangerous to grant a loan simply on the 
strength of a third party guarantee. I recall the case of 
another company which had not made profits for several 
years. It had almost more on the debit side of the profit 
and loss account than it had capital in the balance sheet, 
but nevertheless a substantial loan was applied for. In 
no conceivable circumstances could one have justifiably 
lent that money, but the borrowers thought it would have 
been perfectly good if they brought in a gentleman who 
was prepared to guarantee, and who, I think, was per- 
fectly capable of guaranteeing. I do not think we would 
have lost any money, but, purely on a question of principle, 
we objected to lend the money to a firm which was not 
able to bear at least the major part of the debt. 

On the motion of Mr. Holman, a cordial vote of thanks 
was passed to Mr. Carmichael for replying to the dis- 
cussion, and to Mr. G. Roby Pridie for presiding. 


Incorporated Accountants’ District 
Society of Stwansea and Houth- 
West Males. 


The new district office of the Incorporated Accountants’ 
District Society of Swansea and South-West Wales was 
officially opened on October 23rd at the Swansea Savings 
Bank Chambers by Mr. R. Wilson Bartlett, J.P., Newport, 
President of the Society of Incorporated Accountants and 
Auditors. 

Mr. G. Glanville Mullens, Port Talbot, President of the 
District Society, was in the chair, and those present in- 
cluded Mr. A. A. Garrett, M.A., Secretary, Society of 
Incorporated Accountants ; Mr. A. W. Sleeman, Swansea 
District Society Vice-President; Mr. T. O. Morgan, 
Hon. Secretary District Society; Mr. Percy Walker, 
Cardiff (Hon. Secretary of the South Wales and Monmouth- 
shire District Society), and Mr. W. H. Ashmole, O.B.E., 
J.P., one of the founders of the District Society. 

Mr. G. Glanville Mullens referred to the need that had 
been increasingly felt by Incorporated Accountants in 
Swansea for a home of their own, and the importance of 
the occasion was made all the more impressive, he said, by 
the presence, for the first time, of the President of the 
Parent Society, who, he was glad to learn, had Swansea 
associations. 

Mr. W. H. Ashmole, O.B.E., traced the early efforts 


made to encourage and help students within an organisa- 
tion in the town. After linking up with the South Wales 
and Monmouthshire Society, they surmounted geo- 
graphical difficulties by having a District Society of their 
own. It had been his ambition for years to have their 
own home, and it was a great pleasure to him to see the 
realisation of that aim. It was their intention to provide 
ample facilities for students, and to have their own 
library in the new place at the convenient disposal of 
members. 

Mr. R. Wilson Bartlett, J.P., remarked on the bright 
and cheerful appearance of the new offices. After referring 
to the increased status which the Society had given the 
accountants in South Wales, the President went on to 
speak of examinations. He said that all students would 
agree with him that they were getting more exacting as 
time went on. But they were not being made more 
exacting for the sake of keeping anybody out, but only 
because of the enormous amount of new Acts of Parliament 
which were being brought into existence owing to the new 
problems in commerce and industry. Therefore, it was 
absolutely necessary that their Society, as an examining 
body, should be satisfied that any candidate who received 
the diploma of their Final examination was capable of 
going out into the commercial world able to uphold the 
honour and integrity of the accountancy profession. 
It was only by prolonged study of the many problems 
with which those in the profession had to deal that one 
could hope to equip oneself sufficiently to deal with those 
problems. 

Mr. A. A. Garrett, London (Secretary of the Society of 
Incorporated Accountants), congratulated the  Incor- 
porated Accountants in Swansea upon the step they had 
taken. It gave him pleasure to think of the contribution 
which each District Society made to the life and organisa- 
tion of the Society, whose corporate life was symbolised 
in the President. Their minds continually turned towards 
the development of professional education, and to-day in 
Swansea they had provided themselves with excellent 
facilities and an atmosphere in which that work could be 
adequately carried on. He reminded the members of the 
work and trouble of their Chairman, Mr. G. Glanville 
Mullens, their Hon. Secretary, Mr. T. O. Morgan, and 
Mr. W. H. Ashmole, in regard to the negotiations for and 
the fitting and furnishing of the room. To them, the 
members were greatly indebted. 


Mr. Percy H. Walker extended his compliments to the 
Swansea members, and intimated that in respect of their 
new offices they had gone ahead of their Cardiff colleagues. 
Swansea had shown commendable enterprise. 

Votes of thanks to the speakers and visitors concluded 
a most encouraging evening. 


Professional Appointment. 


Mr. G. R. Clark, A.S.A.A., Assistant Accountant to the 
Yorkshire (North Riding) County Council, has been 
appointed Accountant to the Isle of Ely County Council. 


Reception and Dance “ Accountants’ 


The Incorporated Accountants’ London and District 
Society is holding a Reception and Dance at Incorporated 
Accountants’ Hall on Friday, November 8th, at 8.30 p.m. 
Tickets may be obtained from the Secretary, Incorporated 
Accountants Hall, price 10s. 6d. each. 
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Municipal Accounts. 


A Lecrure delivered at Sheffield at a joint meeting of 
the Incorporated Accountants’ District Society of 
Sheffield, the local Societies of Chartered Accountants 
and Chartered Secretaries and of the Institute of Bankers, 


by 
“Mr. A. B. GRIFFITHS, F.S.A.A., F.1.M.T.A. 
City Treasurer, Sheffield. 

Mr. J. H. Freesoroveu, J.P., F.S.A.A., occupied the 
chair. 

Mr. Grirriras said: My subject this evening is 
“ Municipal Accounts.” It will be realised that this 
title covers a wide field and it will therefore be impossible 
for me to deal with the many ramifications in this brief 
résumé. 

There are several classes of local authorities, e.g., 
county councils, county boroughs, non-county boroughs, 
metropolitan boroughs, urban district councils, rural 
district councils, parish councils and parish meetings, 
and each type of authority has special powers which 
have been set out in the various Parliamentary enactments. 

The particular forms of account differ according to 
the class of authority, but for the purpose of my address 
I have taken the county borough type as representing 
an authority which has autonomous powers as regards 
its own area. 

A local authority can only carry out powers and 
duties which have been prescribed by statute. The 
powers may have been contained in a public general 
Act, e.g., the Public Health Act, 1875, or a local Act. 
The former is applicable to the whole of the country, 
whereas the latter applies to a particular locality, e.g., 
the Sheffield Corporation Act, 1933, which included a 
clause for the extension of the boundaries of the city. 

Prior to the passing of the Rating and Valuation 
Act, 1925, it was necessary to levy a borough rate and 
also a general district rate, but that Act made important 
alterations as regards rating and the rates were amal- 
gamated, the new rate being the general rate. 

In passing, may I say that a number of authorities 
appreciated the value of an amalgamated rate and sought 
the sanction of Parliament to levy a consolidated rate 
before the Act of 1925 was passed. This latter Act 
applied the principle to the whole country. 

Following this amalgamation and the passing of the 
Local Government Act, 1929, the Minister of Health 
prescribed certain regulations in connection with the 
keeping of municipal accounts. These are set out in 
Statutory Rules and Orders No. 30, 1930, and are known 
as the ** Accounts (Boroughs and Metropolitan Boroughs) 
Regulations, 1930.” They are important and must be 
observed by all local authorities to whom they are 
applicable. 

I will now pass on to the practical part of my subject, 
which relates to the actual accounts. The principles 
of accounting which apply to any commercial concern 
also apply to the accounts of a municipality. The 
presentation of municipal accounts differs in several 
instances in consequence of the application of the double 
account system, but the ordinary principles of accountancy 
are strictly observed. A brief comparison of commercial 
and municipal accounts is made in Appendix I. 

GENERAL Rate Funp. 

The principal fund is the general rate fund, which 
records the income and expenditure of the services of the 
local authority. The main heads of expenditure are :— 
Education, public assistance, health services, highways, 
police, lighting, removal of refuse, libraries, parks, baths, 
and housing; and the chief items of income are :— 


Rates, Government grants, rents, miscellaneous charges. 

The expenditure is divided between revenue and 
capital. 

TRADING UNDERTAKINGS. 

In addition to the services which are provided out of 
the rates, many local authorities own the undertakings 
for the supply of gas, water, electricity, transport and 
markets. Although these undertakings may form part of 
the general rate fund, the accounts are usually kept 
separate and revenue accounts and balance sheets are 
prepared for each undertaking. 


PREPARATION OF BALANCE SHEETS. 

The balance sheet of a loeal authority is generally 
prepared on what is known as the double account system, 
similar to the accounts which have been prescribed for 
gas, electricity and railway companies, the object being 
to show how much capital money has been raised for a 
specific purpose and how it has been spent. 

The accounts regulations referred to do not make it 
compulsory for the double account principles to be 
generally applied, but allow the council, if it so elects, 
to deal with its loan expenditure on the simpler plan 
known as the deferred charge principle. The records of 
capital are valuable where trading undertakings of any 
importance are concerned, and in other trading accounts 
they are of a certain amount of historical interest. Local 
discretion is not limited in regard to the extent to which 
properties or works shall be treated as capital assets. 
They do require that the properties and works which 
are so treated shall be specified in the balance sheets 
and there shall be shown to what extent, if any, they 
refer to works such as pavements, sewers, street improve- 
ments, &c. 

Some authorities prefer to retain the original cost of 
the asset in the balance sheets, and if it is desired to 
provide depreciation, to make the necessary transfer 
from revenue, thus creating a depreciation fund which 
is brought out as a liability on the balance sheet. 

Whilst I am dealing with assets in the nature of capital, 
it may be advisable to refer to the method of providing 
for depreciation. When a local authority purchases an 
asset out of capital moneys, it is necessary to obtain the 
approval of the appropriate Government department for 
the sanction to the loan. The Government, however, 
specify the period of the loan and the local authority 
must provide each year out of revenue such a sum as 
will, with accumulations, be sufficient to repay the loan 
at the end of the period ; e.g., let us assume that the city 
of “A” borrowed the sum of £50,000 for a period of 
30 years. It would be necessary to set aside each year 
the sum of £1,050 19s. 3d. and, taking the rate of 
accumulation at 3 per cent. per annum, at the end of 
30 years there would be £50,000 in the fund to enable 
the local authority to repay the loan. In Appendix II 
you will find a table showing the various methods 
employed to repay loans. 

SINKING FuNDs AND DEPRECIATION. 

In the past this has been a controversial subject. 
Provision for depreciation is made by commercial con- 
cerns, but there is no obligation to provide a fund for 
the redemption of share capital. Local authorities 
contend that, as the Government take into account the 
estimated life of the asset when the loan and loan period 
is sanctioned, and it becomes obligatory upon authorities 
to set aside annually sufficient sums as will provide the 
necessary repayment by the time the particular asset 
becomes obsolete or worn out, there is no necessity to 
provide for depreciation. To put it another way, the 
Government intended that provision for sinking funds 
should be sufficient to cover depreciation. Local authorities 
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are able to apply for further sanctions to replace exhausted 
assets. Where any of the old debt is left outstanding 
the new loan sanctioned is restricted to the difference 
between the new asset and the outstanding debt. 


SANCTIONS FOR LOANS. 


When a local authority seeks the approval of Govern- 
ment departments for loan sanctions, the responsible 
Minister requires estimates, specifications, plans and 
statistics before consideration is given to the proposal. 
The Government take a serious view of these sanctions 
and in a number of instances applications have been 
refused. Where there is any likelihood of any opposition, 
the Minister arranges for a local inquiry to be held. 
This is conducted by one of the inspectors from the 
Ministry of Health, who hears the case on behalf of the 
local authority and takes note of any objections. He 
visits the site of the proposed works, or in the case of 
slum clearance he makes an inspection of the properties. 
On his report the Minister either grants a sanction or 
refuses it. 

METHODS OF BORROWING. 
Local authorities raise money for capital purposes in 
several ways. The principal are :— 
1. An issue of stock. 
2. Issue of mortgages. 
3. Issue of bills. 
4. Utilisation of sinking funds, reserve and super- 
annuation funds. 
5. Housing bonds. 
6. Public Works Loan Commissioners. 
7. Bank overdraft—temporarily. 

The best way to finance a local authority when the 
market is easy is by an issue of stock which is usually 
for 20-30 years. May I quote the issue of £3,000,000 
3 per cent. Stock of the Sheffield Corporation in October last ? 
This was raised for a period of twenty years. It does 
not matter what happens to the money market during 
the next twenty years, Sheffield will have the advantage 
of the money for the whole of the time without any 
alteration in the rate of interest. This method has 
many advantages—the price is fixed, the dividends are 
identical each half-year (subject to any variation in the 
rate of income tax). 


Another method adopted for raising money is by 
the issue of mortgages. These are usually raised for 
three, five, seven or ten years. Mortgages should be 
resorted to when the price of money is dear. May I 
quote Sheffield Corporation again? During the last 
nine years mortgages have been issued at varying rates 
of interest, but owing to the price of money they were 
issued for short periods at 4} per cent. to 5 per cent., 
but immediately interest rates began to fall the mortgage 
holders have been given notice and the rates reduced 
to 2} per cent. and 3 per cent. Since the conversion 
of the War Loan, approximately £8,000,000 has been 
converted to low rates of interest. 


A mortgage is very popular with all sections of the 
community ; the man in the street understands it, 
there are no brokerage charges or stamp duty to pay 
by the lender, and he can negotiate the transaction by 
himself. Stock can only be bought and sold in the 
stock market, and brokerage is payable. That is the 
difference between mortgages and stock. Again, over a 
series of years these mortgages fall due at various times, 
unlike stock which matures on a definite date. When 
stock falls due for repayment, the money has to be 
forthcoming in one lump sum, and if the market is 
unfavourable the task of raising two or three millions may 
prove difficult. On the other hand, if a couple of 


hundred thousand falls due for repayment over a period 
it is easy to handle and no difficulty presents itself. 


IssuE OF BILLs. 

Before a local authority can issue bills, which are 
similar to Treasury bills, special power must be obtained 
in a local Act. This power is a very useful method 
when a local authority desires money temporarily and 
does not wish to borrow for a long period. They are 
usually issued for three, six or twelve months through a 
London financial house and are taken up by the public 
or the banks. 

Bank OVERDRAFTS. 

It is usual to resort to bank overdrafts when money 
is difficult to obtain and it is not desired to borrow money 
for a long period in consequence of the high rates of 
interest. Let me say at once that bank overdrafts are 
only expedients and should only be exercised in cases 
of emergency. The amount of the overdraft would 
depend upon the terms made with the bank. 

UTILISATION OF SINKING FuND Moneys For NEW 

CaPITAL PURPOSES. 

It has already been stated that local authorities must 
provide a sinking fund for the repayment of loans. The 
amount to be set aside each year depends upon the amount 
of the loan sanction and the period of the loan. It 
follows that local authorities have from time to time 
considerable sums of money in hand which have been 
set aside for the repayment of loans. Thus it may 
happen that a local authority has several schemes on hand 
involving the spending of capital moneys, and instead 
of raising new money in the market, Parliament has 
seen fit to give the necessary power to local authorities 
to enable them to utilise the sinking fund moneys in 
hand for new capital purposes. This is a useful provision 
and is undoubtedly an economic measure. You 
will appreciate this point when it is mentioned that 
instead of having to negotiate fresh loans involving 
stamp duties, commission, &c., a transfer is made from 
the sinking fund account to the new borrowing power. 
The regulations provide that where this is done the 
original loan is regarded as having been discharged and 
the liability transferred to the new borrowing power. 
This subject was fully explored by the Select Committee 
appointed to deal with the application of sinking funds 
in exercise of borrowing powers, and as this is of interest 
to borrowers, it may be advisable for me to quote the 
summary of the conclusions of the Committee. These 
may be stated briefly as under :— 

The principle of utilising sinking funds, including 
loan funds and redemption funds, for purposes for 
which local authorities have borrowing powers is, 
if properly safeguarded, financially unobjectionable, 
and the power of so using these funds is undoubtedly 
a great advantage, inasmuch as it affords a con- 
venient and economical method of exercising new 
borrowing powers. 

PURCHASE OF LANDs. 

A number of local authorities have now obtained 
power by local Acts to set aside each year a sum of 
money, not exceeding the proceeds of a 2d. rate, for 
the purchase of land. The Sheffield Corporation were 
the pioneers in this particular matter and every year 4 


_ sum of £20,000 is provided out of the rate for the purchase 


of land. This avoids loan charges and is undoubtedly a 
sound proposition. Loan charges impose a burden on 
all municipalities. May I give you an example of the 
effect of borrowing? Let us assume that a sum of 
£30,000 is borrowed for a period of 60 years. By the 
time the loan has been discharged the rate will have 
had to provide no-less a sum than £90,000. The policy 
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of providing capital assets out of revenue avoids loan 
charges and in the long run is economical. The ideal 
way would be, of course, to provide for all expenditure 
out of revenue, but where there are large schemes in 
progress involving hundreds of thousands of pounds it 
would be impossible. There is, of course, another point 
of view, and that is that posterity should help to con- 
tribute towards the acquisition of assets which they will 
enjoy. 
PREPARATION OF THE ANNUAL BUDGET. 

At the beginning of each year local authorities must 
prepare an estimate of their requirements for the following 
year. This is usually divided into two sections: (a) 
revenue and (b) capital. The items of expenditure are 
set out in detail, and after taking into account the 
estimated amount of income from Government grants, 
rent, and in some cases transfers from trading under- 
takings, the balance must be provided for out of the rates. 

The methods of financing capital schemes has already 
been dealt with, and I now propose to deal with the main 
items of income, other than rates, which appear in the 
local authority’s budget. 

GOVERNMENT GRANTS. 
A summary of these is giving in Appendix III. 

It is not always appreciated that the Government 
contributes substantial sums in aid of local services. 
Prior to the passing of the Local Government Act, 1929, 
local authorities received 50 per cent. of approved 
expenditure on a number of health services and varying 
percentage grants towards expenditure on roads. The 
Act of 1929 consolidated these grants and in place thereof 
the Government have substituted a fixed block grant. In 
addition to the block grant, the Government also con- 
tribute approximately 50 per cent. of the approved 
expenditure on education and police services, and they 
also contribute an annual subsidy in respect of each 
house erected under the 1923-24 Housing Acts, together 
with a grant of £2 5s. for each person displaced and 
for whom accommodation is made available under the 
Housing Act, 1930, which is known as “ slum clearance.” 

Housing subsidies have been varied from time to time 
in accordance with the ‘* Addison,” ** Wheatley ’’ and 
the ** Chamberlain *’ Acts. Originally under the 1919, 
or “* Addison,’ Act, the Government undertook to meet 
the deficit on schemes, with the exception of the produce 
of a 1d. rate which was to be the local authority’s con- 
tribution. This proved too costly and was discontinued 
in favour of a unit grant per house. The majority of 
houses which have been erected by local authorities 
receive a grant of £7 10s. per house for a period of 40 
years and in addition the local authority make a con- 
tribution of half that sum per annum. To put the matter 
in another way, the majority of houses which have been 
erected by local authorities are subsidised to the extent 
of £11 5s, per annum. 

With regard to slum clearance, the contribution of the 
Government amounts to £2 5s. per annum for a period 
of 40 years for each person displaced, and taking an 
average of four persons per house, the total annual 
grant towards slum clearance is at least £9 which, 
together with the subsidy of £3 15s. per house payable 
by the corporation, makes a substantial contribution 
towards the cost of housing. 

In addition to the local authority’s contribution there 


like the police, removal of refuse and lighting. The 
provision of these houses and the services connected 
herewith impose an additional burden on the finances 
fall local authorities. 


Biock GRANT. 

The block grant is rather complicated, but may be 
summarised briefly as under :— 

In the first place the Government have “ pooled ” 
the total loss of rates and grants discontinued to locay 
authorities by reason of the operation of the Local 
Government Act, 1929, and added thereto a sum of 
new money, approximately £5,000,000. 

The total of this pool is round about £45,000,000. 

The loss of rates and grants of each county council 
and county borough is stereotyped to the amount 
ascertained for the year 1928-29, which is the standard 
year. 

In order to effect the change-over gradually, certain 
periods have been fixed to adjust the method of 
apportionment of the grant which ultimately, i.e., in 
1947, will be distributed on the basis of weighted 
population. 

This ** weighted population * is arrived at by increasing 
the normal population of each county and county borough 
by certain percentages based on :— 

- Number of children under five years. 

. Rateable value per head of population. 

. Unemployment, and 

. Sparsity of population per mile of main roads in 
county areas. 

For a period of seven years from April Ist, 1930, 
counties and county boroughs receive out of the * pool ” 
75 per cent. of their 1928-29 losses of rates and grants, 
and the residue of the pool is distributed on the basis of 
the weighted population formula. 

For the next five years 50 per cent. of the losses of 
rates and grants will! be allotted, and in the last five years 
25 per cent., after which period the full formula will 
operate. 

The amount received by local authorities all over the 
country from the Government towards local services 
is a considerable sum. This point will be appreciated 
when it is mentioned that for the year ended March 31st, 
1935, the Sheffield Corporation received the sum of 
£1,515,317, of which £552,701 was in respect of the 
Government block grant under the Local Government 
Act, 1929. 


DE-RATING OF INDUSTRIAL PROPERTIES. 

The Act of 1929 made an important alteration regarding 
the rates payable on industrial and freight transport 
hereditaments. Formerly these properties had to pay 
on the full rateable value, but under the Act they have 
been relieved of 75 per cent. of the rate. 


TRADING Prorits IN REvIEF OF Rares. 

There are two distinct schools of thought regarding 
the policy to be used in connection with the appropriation 
of profits from trading undertakings. One school prefers 
relieving the rates with substantial sums, which necessi- 
tates charging prices in excess of the actual cost, and 
the other is té keep the trading charges at the lowest 
possible figure without involving the concern in any loss. 

Before a local authority can apply profits in aid of 
rates the necessary power must be included in a local 
Act. To put the matter in another way, when an 
undertaking is acquired by a local authority there are 
certain financial clauses which govern the policy. The 
clause usually provides for the revenues of the under- 
taking to be applied to specific purposes, and after 
meeting the usual standing charges there is «a clause 
which states that the balance may be utilised in relief 
of rates. 

In connection with the electricity undertakings there 
is now a restriction regarding the allocation of profits. 
The Electricity Supply Act, 1926, states that a local 
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are able to apply for further sanctions to replace exhausted 
assets. Where any of the old debt is left outstanding 
the new loan sanctioned is restricted to the difference 
between the new asset and the outstanding debt. 


SANCTIONS FOR LOANS. 

When a local authority seeks the approval of Govern- 
ment departments for loan sanctions, the responsible 
Minister requires estimates, specifications, plans and 
statistics before consideration is given to the proposal. 
The Government take a serious view of these sanctions 
and in a number of instances applications have been 
refused. Where there is any likelihood of any opposition, 
the Minister arranges for a local inquiry to be held. 
This is conducted by one of the inspectors from the 
Ministry of Health, who hears the case on behalf of the 
local authority and takes note of any objections. He 
visits the site of the proposed works, or in the case of 
slum clearance he makes an inspection of the properties. 
On his report the Minister either grants a sanction or 
refuses it. 

METHODS OF BORROWING. 
Local authorities raise money for capital purposes in 
several ways. The principal are :— 
1. An issue of stock. 
2. Issue of mortgages. 
8. Issue of bills. 
4. Utilisation of sinking funds, reserve and super- 
annuation funds. 
5. Housing bonds. 
6. Public Works Loan Commissioners. 
7. Bank overdraft—temporarily. 

The best way to finance a local authority when the 
market is easy is by an issue of stock which is usually 
for 20-30 years. May I quote the issue of £3,000,000 
3 per cent. Stock of the Sheffield Corporation in October last ? 
This was raised for a period of twenty years. It does 
not matter what happens to the money market during 
the next twenty years, Sheffield will have the advantage 
of the money for the whole of the time without any 
alteration in the rate of interest. This method has 
many advantages—the price is fixed, the dividends are 
identical each half-year (subject to any variation in the 
rate of income tax). 


Another method adopted for raising money is by 
the issue of mortgages. These are usually raised for 
three, five, seven or ten years. Mortgages should be 
resorted to when the price of money is dear. May I 
quote Sheffield Corporation again? During the last 
nine years mortgages have been issued at varying rates 
of interest, but owing to the price of money they were 
issued for short periods at 4} per cent. to 5 per cent., 
but immediately interest rates began to fall the mortgage 
holders have been given notice and the rates reduced 
to 2}? per cent. and 3 per cent. Since the conversion 
of the War Loan, approximately £8,000,000 has been 
converted to low rates of interest. 


A mortgage is very popular with all sections of the 
community ; the man in the street understands it, 
there are no brokerage charges or stamp duty to pay 
by the lender, and he can negotiate the transaction by 
himself. Stock can only be bought and sold in the 
stock market, and brokerage is payable. That is the 
difference between mortgages and stock. Again, over a 
series of years these mortgages fall due at various times, 
unlike stock which matures on a definite date: When 
stock falls due for repayment, the money has to be 
forthcoming in one lump sum, and _ if the market is 
unfavourable the task of raising two or three millions may 
prove difficult. On the other hand, if a couple of 


hundred thousand falls due for repayment over a period 
it is easy to handle and no difficulty presents itself. 


Issue oF BILLs. 

Before a local authority can issue bills, which are 
similar to Treasury bills, special power must be obtained 
in a local Act. This power is a very useful method 
when a local authority desires money temporarily and 
does not wish to borrow for a long period. They are 
usually issued for three, six or twelve months through a 
London financial house and are taken up by the public 
or the banks. 

Bank OVERDRAFTS. 

It is usual to resort to bank overdrafts when money 
is difficult to obtain and it is not desired to borrow money 
for a long period in consequence of the high rates of 
interest. Let me say at once that bank overdrafts are 
only expedients and should only be exercised in cases 
of emergency. The amount of the overdraft would 
depend upon the terms made with the bank. 

UTILISATION OF SINKING FuND MoNEys FoR NEW 

CaPITAL PURPOSES. 

It has already been stated that local authorities must 
provide a sinking fund for the repayment of loans. The 
amount to be set aside each year depends upon the amount 
of the loan sanction and the period of the loan. It 
follows that local authorities have from time to time 
considerable sums of money in hand which have been 
set aside for the repayment of loans. Thus it may 
happen that a local authority has several schemes on hand 
involving the spending of capital moneys, and instead 
of raising new money in the market, Parliament has 
seen fit to give the necessary power to local authorities 
to enable them to utilise the sinking fund moneys in 
hand for new capital purposes. This is a useful provision 
and is undoubtedly an economic measure. You 
will appreciate this point when it is mentioned that 
instead of having to negotiate fresh loans involving 
stamp duties, commission, &c., a transfer is made from 
the sinking fund account to the new borrowing power. 
The regulations provide that where this is done the 
original loan is regarded as having been discharged and 
the liability transferred to the new borrowing power. 
This subject was fully explored by the Select Committee 
appointed to deal with the application of sinking funds 
in exercise of borrowing powers, and as this is of interest 
to borrowers, it may be advisable for me to quote the 
summary of the conclusions of the Committee. These 
may be stated briefly as under :-— 

The principle of utilising sinking funds, including 
loan funds and redemption funds, for purposes for 
which local authorities have borrowing powers is, 
if properly safeguarded, financially unobjectionable, 
and the power of so using these funds is undoubtedly 
a great advantage, inasmuch as it affords a con- 
venient and economical method of exercising new 
borrowing powers. 

PURCHASE OF LANDs. 

A number of local authorities have now obtained 
power by local Acts to set aside each year a sum of 
money, not exceeding the proceeds of a 2d. rate, for 
the purchase of land. The Sheffield Corporation were 
the pioneers in this particular matter and every year a 
sum of £20,000 is provided out of the rate for the purchase 
of land. This avoids loan charges and is undoubtedly a 
sound proposition. Loan charges impose a burden on 
all municipalities. May I give you an example of the 
effect of borrowing? Let us assume that a sum of 
£30,000 is borrowed for a period of 60 years. By the 
time the loan has been discharged the rate will have 

had to provide no less a sum than £90,000. The policy 
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of providing capital assets out of revenue avoids loan 
charges and in the long run is economical. The ideal 
way would be, of course, to provide for all expenditure 
out of revenue, but where there are large schemes in 
progress involving hundreds of thousands of pounds it 
would be impossible. There is, of course, another point 
of view, and that is that posterity should help to con- 
tribute towards the acquisition of assets which they will 
enjoy. 
PREPARATION OF THE ANNUAL BUDGET. 

At the beginning of each year local authorities must 
prepare an estimate of their requirements for the following 
year. This is usually divided into two sections: (a) 
revenue and (6) capital. The items of expenditure are 
set out in detail, and after taking into account the 
estimated amount of income from Government grants, 
rent, and in some cases transfers from trading under- 
takings, the balance must be provided for out of the rates. 

The methods of financing capital schemes has already 
been dealt with, and I now propose to deal with the main 
items of income, other than rates, which appear in the 
local authority’s budget. 

GOVERNMENT GRANTS. 
A summary of these is giving in Appendix III. 

It is not always appreciated that the Government 
contributes substantial sums in aid of local services. 
Prior to the passing of the Local Government Act, 1929, 
local authorities received 50 per cent. of approved 
expenditure on a number of health services and varying 
percentage grants towards expenditure on roads. The 
Act of 1929 consolidated these grants and in place thereof 
the Government have substituted a fixed block grant. In 
addition to the block grant, the Government also con- 
tribute approximately 50 per cent. of the approved 
expenditure on education and police services, and they 
also contribute an annual subsidy in respect of each 
house erected under the 1923-24 Housing Acts, together 
with a grant of £2 5s. for each person displaced and 
for whom accommodation is made available under the 
Housing Act, 1930, which is known as “ slum clearance.” 

Housing subsidies have been varied from time to time 
in accordance with the ‘* Addison,” ‘* Wheatley ” and 
the ** Chamberlain *’ Acts. Originally under the 1919, 
or * Addison,’’ Act, the Government undertook to meet 
the deficit on schemes, with the exception of the produce 
of a 1d. rate which was to be the local authority’s con- 
tribution. This proved too costly and was discontinued 
in favour of a unit grant per house. The majority of 
houses which have been erected by local authorities 
receive a grant of £7 10s. per house for a period of 40 
years and in addition the local authority make a con- 
tribution of half that sum per annum. ‘To put the matter 
in another way, the majority of houses which have been 
erected by local authorities are subsidised to the extent 
of £11 5s. per annum. 

With regard to slum clearance, the contribution of the 
Government amounts to £2 5s. per annum for a period 
of 40 years for each person displaced, and taking an 
average of four persons per house, the total annual 
grant towards slum clearance is at least £9 which, 
together with the subsidy of £3 15s. per house payable 
by the corporation, makes a substantial contribution 
towards the cost of housing. 

In addition to the local authority’s contribution there 
are other expenses consequential on the erection of a 
new housing estate. In this connection reference should 
be made to the provision of schools, roads, and services 
like the police, removal of refuse and lighting. The 
provision of these houses and the services connected 
therewith impose an additional burden on the finances 
of all local authorities. 


Brock GRANT. 

The block grant is rather complicated, but may be 
summarised briefly as under :— 

In the first place the Government have “ pooled ” 
the total loss of rates and grants discontinued to loca 
authorities by reason of the operation of the Local 
Government Act, 1929, and added thereto a sum of 
new money, approximately £5,000,000. 

The total of this pool is round about £45,000,000. 

The loss of rates and grants of each county council 
and county borough is stereotyped to the amount 
ascertained for the year 1928-29, which is the standard 
year. 

In order to effect the change-over gradually, certain 
periods have been fixed to adjust the method of 
apportionment of the grant which ultimately, i.e., in 
1947, will be distributed on the basis of weighted 
population. 

This ** weighted population * is arrived at by increasing 
the normal population of each county and county borough 
by certain percentages based on :— 

- Number of children under five years. 

. Rateable value per head of population. 

. Unemployment, and 

. Sparsity of population per mile of main roads in 
county areas. 

For a period of seven years from April Ist, 1930, 
counties and county boroughs receive out of the ‘ pool ” 
75 per cent. of their 1928-29 losses of rates and grants, 
and the residue of the pool is distributed on the basis of 
the weighted population formula. 

For the next five years 50 per cent. of the losses of 
rates and grants will be allotted, and in the last five years 
25 per cent., after which period the full formula will 
operate. 

The amount received by local authorities all over the 
country from the Government towards local services 
is a considerable sum. This point will be appreciated 
when it is mentioned that for the year ended March 31st, 
1935, the Sheffield Corporation received the sum of 
£1,515,317, of which £552,701 was in respect of the 
Government block grant under the Local Government 
Act, 1929. 


DE-RATING OF INDUSTRIAL PROPERTIES. 

The Act of 1929 made an important alteration regarding 
the rates payable on industrial and freight transport 
hereditaments. Formerly these properties had to pay 
on the full rateable value, but under the Act they have 
been relieved of 75 per cent. of the rate. 


TRADING Profits IN RELIEF OF RATEs. 

There are two distinct schools of thought regarding 
the policy to be used in connection with the appropriation 
of profits from trading undertakings. One school prefers 
relieving the rates with substantial sums, which necessi- 
tates charging prices in excess of the actual cost, and 
the other is té keep the trading charges at the lowest 
possible figure without involving the concern in any loss. 

Before a local authority can apply profits in aid of 
rates the necessary power must be included in a local 
Act. To put the matter in another way, when an 
undertaking is acquired by a local authority there are 
certain financial clauses which govern the policy. The 
clause usually provides for the revenues of the under- 
taking to be applied to specific purposes, and after 
meeting the usual standing charges there is a clause 
which states that the balance may be utilised in relief 
of rates. 

In connection with the electricity undertakings there 
is now a restriction regarding the allocation of profits. 
The Electricity Supply Act, 1926, states that a local 
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authority cannot utilise a sum in excess of 14 per cent. 
of the net debt outstanding in relief of rates, and this 
can only operate where the reserve fund is at its minimum 
of an amount equivalent to 5 per cent. of the capital 
expenditure. . 

An argument sometimes used against the policy is 
that the local authority have to pay income tax under 
Schedule ** D ”’ and therefore the greater the profits the 
more income tax will a local authority have to pay to 
the Crown. This is not strictly correct because there 
is a substantial set-off in consequence of the tax deduc- 
tions from interest on loans which are available to the 
local authority. I will deal with this point later in 
my notes on the liability of local authorities to income tax. 

The Local Legislation Committee of the House of 
Commons have had this matter under discussion and 
the attitude they have adopted is that trading concerns 
should be self-supporting, involving neither profit nor 
loss to the local rates. 

PAYMENT OF ACCOUNTS. 

The procedure for passing accounts for payment is 
laid down in the Municipal Corporations Act, 1882, and 
provides for all orders on the treasurer to be signed by 
three members of the council and counter-signed by 
the town clerk. Before the accounts are signed it is 
usual for the details to be submitted to an audit sub- 
committee who sign the respective schedules of each 
committee. 

The banks also play an important part in connection 
with the clearing of cheques issued on behalf of the 
municipality. You may say to me, “* How and in what 
way?” My reply would be that when an order for 
the payment of accounts is put forward the bankers 
have to be satisfied that it is authentic and they are 
supplied with a copy of all orders passed by the 
council. This gives the name of the payee, the amount, 
and the date of payment. It is the custom of the bankers 
to compare the cheque drawn with the orders on the 
treasurer before clearing the cheque. This is an important 
safeguard and gives you some idea of the control which 
is exercised. 

It is usual for the treasurer to have an account in his 
own name which is used in connection with the payment 
of wages and special emergency payments. This is his 
personal responsibility and is subject to a continuous 
audit. 

ConTROL OF EXPENDITURE. 

I feel I must say a few words about financial control. 
At the beginning of each year each committee of the 
council submits details of the estimated income and 
expenditure for the following year. These estimates are 
prepared in great detail, and before any allocation is 
made to a committee the details are subject to severe 
investigation. It is not unusual at the beginning of 
each year for substantial cuts to be made in any depart- 
ment, with the result that the estimate has to be entirely 
revised before the rates are levied. When the allocation 
for each committee has been determined by the finance 
committee, it is final, and in no circumstances are 
accounts allowed to be put before any committee or the 
council unless the expenditure has been approved in 
the estimates, commonly known as the “ Budget.” If a 


committee desires to expend money which has not been . 


provided for, application must be made to the finance 
committee for a supplementary vote to cover the 
expenditure. 

FINANCIAL REGULATIONS. 

It is customary for municipalities to have a set of 
financial regulations. ‘These are embodied in the standing 
orders of the council. The regulations are exacting and 
the duties of the treasurer are clearly defined. It is his 


duty to have the accounts examined, compared with 
the requisition books, order books, contracts or accepted 
tenders, and submit the accounts to the appropriate 
committee of the council. In passing, may I mention 
that no account for work or goods is passed for payment 
for which authority cannot be found in the requisition 
book, and in the case of capital expenditure, Parliamentary 
powers or Ministry of Health or other Government 
department sanction? If it should happen that an 
account is put forward that has not been provided for 
in the estimates, the account is withheld until the 
necessary approval has been obtained. 

There are, of course, occasions when it is impossible 
to provide for every contingency, and like all other 
regulations there are exceptions. In this connection may 
I refer to the question of unemployment ? The council 
is responsible for the relief of the destitute, and if 
unemployment is severe, it is rather difficult to estimate 
the expenditure under this particular heading. You may 
be aware that the Government decided to take over the 
cost of the ablebodied unemployed, but although 
Parliament approved the policy, when the time came 
for action to be taken the Chancellor of the Exchequer 
insisted on a contribution of 60 per cent. from the local 
authority ; in other words, instead of the cost of this 
service being a national charge the Government have 
only undertaken 40 per cent. 

RatInG AUTHORITY ACCOUNTS. 

The rating authorities are the councils of :— 

1. County boroughs. 

2. Non-county boroughs. 
3. Urban districts. 

4. Rural districts. 

Separate accounts have to be kept in the form prescribed 
by the Rating Accounts Orders. The principal records in- 
clude inter alia, Ledger, rate book, rate charge book, summon 
list and cost account, rate arrears book and cash book. 

The rating authority is responsible for the levying 
and collection of the rates, and before doing so must 
take into account the requirements of the council, precepts 
from other authorities and the cost of collection. Having 
prepared a statement showing the total requirements 
and the estimated product of a penny rate based on the 
valuation list, the rate is levied. 

The question is often asked, ‘* How is it possible to 
ascertain the rateable value ?”’ The rateable value is 
in most cases based on the “ gross value ” of the various 
properties in the area. The term ‘* Gross Value” has been 
defined in the Rating and Valuation Acts as :— 

The annual rent which a tenant might reasonably 
be expected, taking one year with another, to pay 
for a hereditament, if the tenant undertook to pay 
all the usual tenant’s rates and taxes and tithe 
rentcharge, if any, and if the landlord undertook 
to bear the cost of repairs and insurance and the 
other expenses, if any, necessary to maintain the 
hereditament in a state to command that rent. 

From these values, certain specific deductions are made 
to arrive at the rateable value in the case of ordinary 
properties. The scale of these deductions is set out in 
the Rating and Valuation Act, 1925, as amended by 
the Act of 1928. 

COMPOUNDING ALLOWANCES. 

Rating authorities may elect, by passing a_ special 
resolution, to rate the owners of hereditaments no! 
exceeding a rateable value of £13 and allow them 4 
discount of 10 per cent. of the amount payable, or such 
greater percentage not exceeding 15 per cent. One of 
the conditions attached to the allowance is that the 
owner must pay the amount due before the expiration 
of one-half the period in respect of which the rate i 
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made or such later date as may be specified in the resolu- 

tion. In Sheffield the allowance is 10 per cent., and the 

dates are June 30th and December 31st in each year. 
SPECIAL PROPERTIES. 

In addition to the method which has been mentioned 
in ascertaining the rateable value, certain other principles 
are applied in connection with special properties. 

LIMITATION OF RATE. 

Except in the case of higher education and sundry 
small services in non-county boroughs and urban district 
councils, and certain expenditure of parish councils and 
parish meetings, there is no limit to the amount in the £ 
of a rate which may be levied. 

Many objections have been made against the present 
rating system, but although the Rating Acts have been 
revised recently, no substantial alteration has been made 
with the exception of the relief to agricultural land and 
industrial properties. It would therefore appear that 
the present system is the best which has been evolved 
up to the moment. 

ConsOLIDATED LOAN Funps. 

Under the general law, local authorities are required 
to keep separate accounts in respect of their loan transac- 
tions. Up to a few years ago separate accounts were 
kept for stock and mortgages, and except in such cases 
where authorities had obtained local Acts to establish 
mortgage pools, borrowings were definitely earmarked to 
specific loan sanctions. This method was very cum- 
bersome and during recent years several of the larger 
authorities have obtained local Acts permitting them to 
unify their loan accounts by the establishment of what 
is known as a consolidated loans fund. The evolution is 
another example of the tendency towards consolidation 
which has been a feature of municipal finance during 
recent years. The object is to simplify the administration 
of loan and capital transactions, and to bring it into 
accord with modern ideas. Consolidated loan funds 
sound the death knell of the old method of earmarking 
loans. 

The underlying principles of this system are briefly 
as follows :— 

(a) A capital pool is established which is made 
responsible for the provision of capital moneys 
required to meet the sanctioned capital expenditure 
‘of the various departments. 

(b) Interest and administration expenses in connection 
with the fund are also pooled. 

(c) The consolidated loans fund is kept quite distinct 
from the other funds and accounts of the corpora- 
tion, and advances to the latter are treated as 
loans from the consolidated loans fund. 

(d) Redemption instalments by the borrowing funds 
go automatically to reduce the advances out- 
standing. 

(e) Sinking funds which were the predominant feature 
of the old method virtually disappear, and redemption 
instalments of advances automatically become 
available for new capital purposes. 

In the early stages of the establishment of a consolidated 
loans fund, it is sometimes necessary to exempt certain 
special borrowings which have been made at exceptionally 
low rates of interest or abnormally high rates from coming 
into the pool, in order that departments should not be 
compelled to lose the benefits which have formerly accrued 
to them. After these exceptions are taken into account, 
an average rate of interest is ascertained in connection 
with the total payments of the fund and apportioned 
to the borrowing accounts in the ratio of the advances 
outstanding. Similarly, all expenses of management in 
connection with the fund are apportioned in a like manner. 


INcoME Tax. 

Local authorities are assessed under the General 
Income Tax Law and Practice as modified by special 
rules between the Commissioners of Inland Revenue 
and the Institute of Municipal Treasurers and Accountants. 

Under the Common Law a local authority, being a 
body of persons, is chargeable with tax in a like manner 
as any person, but this statement of law requires a 
certain amount of qualification. The individual in the 
conduct of his business may do certain things which a 
corporation may not do. When a local authority sets 
up a trading undertaking the law which authorises it 
to do so provides for the strict application of the revenue 
in such a way as to secure that the accounts shall not 
be merged with the other dealings of the municipality. 
It is therefore by reason of public general Acts of Parlia- 
ment which govern the application of the revenues of a 
local authority’s undertaking that for tax purposes a 
municipality is split up into several entities. 

Of recent years several steps have been taken to unify 
the funds of local authorities to eradicate the injustice 
which was in operation where the basis of assessment on 
local authorities was determined by the number of its 
funds. 

The liability of a local authority may be divided into 
two principal classes, namely :— 

(1) Assessment in respect of income from property, 

investments and trading undertakings. 

(2) The liability to account for tax deducted from 

interest on loans and other annual payments. 

These two divisions are generally referred to as 
** Chargeability ’’ and ‘‘ Accountability.”’ Class (1) com- 
prises the usual types of income assessable under 
Schedules “A,” “B,” “C,” and “D,” and _ local 
authorities are assessed in much the same way as other 
taxpayers. As regards class (2), the determination of 
the liability for tax deductions from interest and other 
annual payments is probably the most important step 
in computing the aggregate income tax liability of a local 
authority. The trading undertakings are assessed in a 
manner similar to that of ordinary commercial under- 
takings. Rates of depreciation on the permanent assets 
have been agreed upon by the Commissioners, and 
examples of these may be quoted :— 

3 per cent. for electricity cables. 

7 per cent. for depreciation of tramcars. 

20 per cent. for motor omnibuses. 

Having determined the assessment of the various 
trading undertakings, the principal of internal set-off is 
applied. From the amount of assessable profits under 
Schedule “D” a deduction is made of the amount of 
loan interest which the undertaking has paid “ net.” 
The balance therefore becomes that particular under- 
taking’s provision for tax under Schedule * D.” This 
principal of internal set-off is applied to each trading 
undertaking which in the first place is dealt with as a 
separate entity. 

In arriving at the aggregate liability of the local 
authority for tax a process of external set-off is now put 
into operation. The assessable trading profits are 
adjusted by making deductions of various statutory 
charges, such as interest, sinking fund or depreciation, 
whichever is the greater, and any transfer made to 
statutory reserve funds. Provided there are no further 
limitations on the application of the profits of the under- 
taking, as is the case of the electricity undertakings, 
and notwithstanding the fact that no physical transfers 
are made in the corporation’s books, the local authority 
is at liberty to assume that the adjusted profits are 
available for payment of interest in respect of its non- 
trading activities out of the general rate fund. A com- 
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posite statement is then prepared, setting out on the one 
side the interest and other annual payments from which 
tax has been deducted and retained by the corporation, 
and on the other the adjusted profits of the trading 
undertakings, together with the direct assessments under 
Schedules ‘** A,” “ B,” “C,” and “‘D” which have been 
made on the corporation. Where the interest exceeds 
the profit, &c., the corporation are assessed for the 
balance under Rule 21. Where, however, the profits, &c., 
exceed the loan interest, no further assessment is made 
and the corporation therefore retains the whole of the 
tax deducted from its interest and other annual payments. 


It is impossible in this brief survey to deal with the 
many complexities, but the foregoing gives a general 
outline without encumbering you with the numerous 
decisions and case law which have a bearing on the settle- 
ment of the local authority’s final liability. 

AUDIT. 

In Appendix 4 the various types of Audit have been 
set out, together with a brief comparison of the powers 
and duties of the Auditors. : 

I have made reference to a number of the principal 
accounts kept by local authorities, but in this general 
review it has been impossible to cover the whole ground. 


APPENDIX I. 


BRIEF COMPARISON OF COMMERCIAL ACCOUNTS WITH MUNICIPAL ACCOUNTS. 


Companies. 


Municipal Authorities. 


1. RatstnG oF CAPITAL. 
(a) Authority 


(b) Method. 


(c) Nature of Capital 


2. CapiraL EXPENDITURE 


8. WorKING CAPITAL 


4. REDUCTION OF CAPITAL 


5. Form oF ACCOUNTS 


Statutory Companies derive their bor- 
rowing powers from Acts under which 
they are formed. Companies registered 
under Companies Acts issue share 
Capital and borrow in accordance with 
Memorandum of Association. 

Share Capital subscribed by members 
of Company—ordinary and preference. 
Loan Capital raised from persons not 
necessarily members of Company— 
Debentures, &c. 

Under no obligation to repay Share 
Capital. Dividends on Share Capital 
depend upon availability of profits. 


No specific restriction as to what shall 
be charged to Capital, except in case of 
Statutory Companies and where a Com- 
pany capitalises interest on the cost of 
works that cannot be made profitable 
for a lengthened period. 

There is nothing to prevent a Company 
from providing a working balance out 
of Capital funds. 


Subject to the consent of the Court, a 
Company may reduce the nominal 
value of its shares. This expedient is 
generally resorted to when heavy losses 
have been incurred and the assets are 
no longer capable of earning sufficient 
to pay dividends on the original Capital. 
Taking the Limited Company as repre- 
senting commerctal enterprise :— 

The Companies Act, 1929, provides 
that : 

Every Company shall cause to be 
kept proper books of Accounts with 
respect to : 

(a) All sums of money received and 
expended by the Company and 
the matters in respect of which 
the receipt and expenditure takes 


place. 
(b) All sales and purchases of goods. 
(c) The assets and liabilities of the 
Company. 
A Profit and Loss Account, or in the 
case of a Company not trading for profit 
an Income and Expenditure Account, 
and a Balance Sheet have also to be 
prepared and the contents of the 
Balance Sheet are prescribed. 
Certain penalties are imposed if, where 
a Company is wound up, it is shown 
that proper Accounts have not been 
kept. 


Sanction from Government Department, 
Provisional Order or Local Act. 


Stock Issues, Mortgage Loans, Bills, 
Utilisation of Sinking Funds, &c. 


Repayable in accordance with terms of 
borrowing power by means of Sinking 
Funds or otherwise. Principal and un- 
terest secured on Rates abd Revenues. 
Only expenditure authorised by Sanc- 
tion may be made out of borrowed 
Capital. Items, however, of a Capital 
nature may be charged to Revenue, but 
there are certain restrictions in the case 
of Electricity Undertakings. 

Under the Rating and Valuation Act, 
1925, a Local Authority may borrow 
temporarily for the purpose of defraying 
expenses pending receipt of rates and 
revenues. Several Authorities have 
special powers under Local Acts. 

A Local Authority has no power to 
reduce its liability to its Stockholders, 
Mortgagees, &c., and there has been no 
instance of a repudiation of its loans and 
interest thereon. Loans are repayable 
in full at the end of the period for which 
they were raised. 

Taking those Authorities subject to 
Government audit as representing Muni- 
cipal enterprise :— 

The Accounts (Boroughs and Metro- 
politan Boroughs) Regulations, 1930, 
define the principles upon which the 
Accounts are to be kept and the results 
to be attained. It is is only in respect 
of the chief Accounts that they define 
the form and method of bookkeeping. 
The Regulations do not compulsorily 
require records of the original cost of 
Capital assets to be maintained in the 
Accounts, but the outstanding debt 
and the Capital provisions made, such 
aslo an repayments, &c., must be shown 
in respect of each item of Capital ex- 
penditure remaining in the Accounts. 
This is a modified form of the double 
account system. | 

The Regulations indicate, however, 
that in the case of Trading Under- 
takings, records of the original cost are 
desirable along with per contra entries 
showing to what extent the cost is still 
borne by loan, and to what extent it 
has otherwise been defrayed. 
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APPENDIX II. 
LOAN REPAYMENT. 
STATEMENT SHOWING Various MeTHops Wuicu May 
gE ADOPTED IN PROVIDING REPAYMENT OF A LOAN OF 
£10,000. 
(a) Equal Annual Instalments of Principal and Interest. 


(sp) Annuity Principle. 


(c) Sinking Fund Method. 
(a) Repayable by equal annual instalments with interest 


at 3 per cent. per annum on the balance outstanding. 


Installment. 


Interest. 


To 


e 


SEseEEE222" 


a. 


* 


S22eEz2838° 


10,000 


1,650 


11,650 


(Bs) Repayable by Annual Annuity of Principal and Interest 


combined at 3 per cent. per ann 


um. 


Principal. 


Interest. 


£ 
872 
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APPENDIX iiII. 


Description. 


GOVERNMENT GRANTS. 
Basis. 


ELEMENTARY 


37/3 * for each unit of ave 
attendance ; 11/20ths of net expe 


ture on Teachers’ Salaries for the three 
months April, May and June, 1935, 
and 12/20ths of the net expenditure 
on Teachers’ Salaries for the remaining 
nine months of the year ending March 
8lst, 1936; 4 of the net expenditure 
on special services ; 1/5th of the re- 
maining net expenditure, less the 
produce of a 7d. rate. 
*For future periods this will be 36s. 


Description. 


Basis. 


HIGHER 
EDUCATION 
GENERAL 
EXCHEQUER 
GRANT 

(Block Grant) 


UNEMPLOYMENT 
ASSISTANCE— 

RARY 
PROVISIONS 
GRANT. 


HovusING 
(a) Housinc 
Act, 1919 


(b) Houstnc 
Act, 1923 


(c) Houstne 
Act, 1924 


(d) Hovusine 
Act, 1930 
(Slum 
Clearance) 


TREATMENT OF 
Ex-SERVICE MEN. 
POoLIcE 


PROBATION OF 
OFFENDERS 
CHILDREN AND 
Younc Per- 
sons Act, 1933 


50 per cent. of approved net expendi- 
ture. 

For the years ended March 3ist, 
1931, to March 31st, 1937, the Cor- 
poration is being reimbursed to the 
extent of 75 per cent. of the loss of 
rates and grant based on the expendi- 
ture of the year 1928-29. These losses 
were brought about by the de-rating 
of Agricultural Land, Freight Trans- 
port and Industrial Hereditaments, 
and the discontinuance of certain per- 
centage grants for Health and Road 
Services which were formerly payable 
by the Ministry. The Government pay 
into a pool the total amount of losses 
of rates and grants of all Local Authori- 
ties, together with a sum of new money 
approximating £5,000,000. After 
making an apportionment of 75 per 
cent. of the losses referred to above, 
the balance of the pool is divided 
between Counties and County Bor- 
oughs on the basis of weighted popula- 
ation. The factors taken into con- 
sideration to weight the normal 
population are :— 

(1) Children under 5. 

(2) Rateable Value. 

(3) Unemployment. 

(4) Sparsity of Population. 
Ultimately the whole of the Govern- 
ment Pool will be apportioned to 
Authorities on the basis of the formula. 

Owing to the postponement of the 
appointed day for the Unemployment 
Assistance Board to take over the 
liability of able-bodied unemployed, a 
temporary grant based on the expendi- 
ture incurred in December, 1934, and 
January and February, 1935, is being 
paid to Local Authorities. 

The Government meet the deficiency 
arising out of these schemes, less the 
product of a penny rate which is to be 
the Local Authorities’ contribution. 

For houses built up to September 
30th, 1929, grants varying from £6 to 
£4 per annum for 20 years are payable 
by the Government. Where re-housing 
schemes are carried out under this Act 
the deficit is met by the Exchequer 
and Corporation equally. 

The Government contribute a sum 
which has varied from £9 to £7 10s. 
per annum for 40 years in respect of 
each house built under this Act. This 
subsidy was terminated by the Housing 
Financial Provisions Act, 1933. 

An annual contribution from the 
Government for 40 years of £2 5s. per 
person for whom new accommodation 
is made available. A condition of the 
subsidy is that the Local Authority 
must contribute £3 15s. per annum for 
40 years in respect of each new house 
provided. 

The ascertained cost of maintenance 
in the City Hospitals. 

50 per cent of the approved net 
expenditure on Police and Police 
Pensions. 

50 per cent. of the approved net 
expenditure. 

(a) Remand Homes. 
50 per cent. of approved expendi- 
ture. 
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Basis. 


Description. 


Basis 


way 


7s. 6d. weekly 


contributions. 
Moror PatRois 


(b) Approved Schools. 
50 per cent. of the net expenditure 
plus 50 per cent. of sums paid by 
of Parental contributions 
where the Local Authority provides 
its own School. 
Boarding out of Children and 
Young Persons. 
50 per cent. of the approved ex- 
penditure subject to a maximum 
payment by the Home Office of 
in respect of each 
child, together with 50 per cent. of 
the sums paid by way of Parental 


The grant is based on the type of 
vehicle approved with a graduated 


Trarric LIGHTs 
AND SIGNALS 
Roap Funp 
LICENCES 
AGRICULTURAL 
EDUCATION 
TUBERCULOUS 
CATTLE 


REGISTRATION 
OF ELECTORS 


UNEMPLOYMENT 


GRANTS 


APPENDIX IV. 


AUDIT OF LOCAL AUTHORITIES’ ACCOUNTS. 


scale having regard to the number of 
miles patrolled on road traffic duties. 

60 per cent. of the approved ex- 
penditure. 

An agreed sum for the cost of 
collecting these licences. 

60 per cent of the approved ex- 
penditure. 

75 per cent. of the compensation pai: 
by Local Authorities to owners of 
animals slaughtered. 

The grant is based on a graduate: 
scale according to the number of 
electors, together with } the cost of 
printing the Register. 

The grants take the form of varying 
percentages of loan charges. 


(a) District Audit. 


(b) Elective Audit 
and 
(c) Mayor’s Auditor. 


(d) Professional Auditors. 


(1) AurHoritreEs WHosE ACCOUNTS 
ARE SUBJECT TO AUDIT. 
(1) Complete Accounts of :— 

County Councils 
Metropolitan Borough Councils 
Urban District Councils 
Rural District Councils 
Parish Councils 
Parish Meetings 
Joint Committees 

(ii) Specific Audits :— 

Housing (1919) Act Accounts. 
Education Accounts and Public 
Assistance Accounts of Bor- 
oughs and County Boroughs. 

(iii) Examination of Claims for 
Grant—all authorities. 

(iv) The complete accounts of those 
Boroughs who adopt this 
method under Section 239 of 
the Local Government Act, 
1933. 

(2) ExtTent oF AvuDIT. 

Statutory Provisions must be com- 
plied with. No limitation can be 
placed upon duties. 


(3) Notice or AvupiT. 

Must be given to Local Authority. 

(4) Auprror’s ReMeEpy 1F Dtssatis- 
FIED WITH ACCOUNTS. 

(i) Qualify certificate (if necessary) 
(ii) Deal with matter in report 
(iii) Disallowance, &c., and sur- 

charge in certain cases. 
(iv) Take proceedings for recovery 
of certified sums if not paid. 
(5) Auprror’s CERTIFICATE. 
Balance sheet to be certified as to 
special matters. 
(6) Auprror’s REPORT. 
To Minister of Health and to Local 
Authority (except Parish Councils). 
(7) LiaBILiry FOR NEGLIGENCE, ETC. 
Rests with the Minister of Health 
(8) REMUNERATION. 
Auditors paid by the Ministry of 
Health. Local Authorities make con- 
ribution towards cost by means of 
Stamp Duty impressed on Financial 
Statement. Graduated scale of Duty 
based on the amount of expenditure 
audited is prescribed. 


Borough and County Boroughs 


Duties are vague. No directions 
given or powers entrusted to them, 
other then to audit the accounts. 


No requirement, but is usually given, 


No provision as to the auditor’s 
powers. 


No powers of disallowance and surcharge. 


No provision. 
No provision. 


No provision. 


Section 240 of Local Government 
Act, 1933, provides that in respect of 
the Audit of Accounts under the Public 
Health Acts reasonable remuneration 
not being less than £2 2s. for every day 
on which Auditor is employed on the 


audit shall be paid. Lh 


Where the Council of the Boroug!: 
or County Borough so resolve, this 
system of audit may be adopted i: 
lieu of Elective Audit. 


Ordinary relationship of auditor aii 
client. Extent of audit depends upon 
terms of appointment ; may embrace 
continuous and completed audit. 


Depend upon terms of appointment. 
e.g. :— 

(1) Qualify certificates. 
(2) Deal with matter in report. 


Usual certificate. Terms would |« 
dictated by circumstances. 


To the Corporation. 


Common law liability. 


Remuneration fixed by Local 
Authority. 
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Incorporated Accountants’ District 
Society of Devon and Corntyall. 


Inaugural Dinner. 

The inaugural dinner of the Incorporated Accountants’ 
District Society of Devon and Cornwall was held at the 
Grand Hotel, Plymouth, on October 4th. Mr. W. J. Ching, 
President of the District Society, presided, and the 
company included the Lord Mayor of Plymouth (Lieut.- 
Commander E. W. Rogers), Mr. R. Wilson Bartlett, J.P. 
(President, Society of Incorporated Accountants and 
Auditors), Vice-Admiral Hon. Sir R. Plunkett-Ernle- 
Erle-Drax, K.C.B., Sir William Munday, Sir William 
Mountstephen, Lieut.-Commander G. F. Hannay, Mr. J. G. 
Trapnell, K.C. (Recorder of Plymouth), Mr. E. Howard 
(President, Plymouth Law Society), Mr. R. J. Mitchell 
(Chairman of the Chamber of Commerce), Mr. F. M. Ryall 
(President, Institute of Bankers, Plymouth), Mr. A. A. 
Garrett, M.B.E. (Secretary, Society of Incorporated 
Accountants), Mr. A. N. F. Goodman (Official Receiver), 
Mr. S. A. Dunn, Mr. P. P. Jenkins, and Mr. C. G. Strick 
(Inspectors of Taxes), Mr. S. Foster and Mr. F. A. Webber 
(President and Hon. Secretary of the West of England 
District Society of Incorporated Accountants), Mr. F. 
Woolley, J.P. (Hon. Secretary, South of England District 
Society), Mr. W. W. Beer (Vice-President, Devon and 
Cornwall District Society), and Mr. P. D. Pascho (Honorary 
Secretary). ; 

Mr. W. W. Beer, Sheriff of Exeter (Vice-President of the 
District Society), who proposed ‘“* The Lord Mayor and 
City of Plymouth,” referred to the recent conferring of 
the Lord Mayoralty on Plymouth as a great honour to 
Devon and the city. Devon was proud of Plymouth, 
not only because of its modern naval ‘associations, but 
because of its ancient tradition. 

The Lorp Mayor or Piymouts (Licut.-Commander 
E. W. Rogers), in replying, mentioned the amenities which 
Plymouth offered and was providing for its citizens, 
although, he said, there was not the business enterprise 
one would like to see in the city. 


Sir Wiitt1am Munpay, Solicitor, Plymouth, proposed 
the toast of ‘* The Society of Incorporated Accountants.” 
He said that the profession of accountancy, like that of 
the law, was really a product as well as a necessity of 
civilised society. The whole art and practice of their 
profession was surely to make figures reveal and not 
conceal facts. Difficult as that task often was, and very 
unpleasant in its results for some people, they had to 
establish the fact beyond question that two and two 
were nothing more nor less than four. Speaking generally, 
he thought it was safe to say that the British commercial 
standard of conduct was a high one, certainly higher than 
in a great many countries. That standard could only be 
maintained by a high standard of accountancy. Their 
profession, like others in our modern, complex and highly 
specialised communities, if it were to function effectively, 
had to be effectively organised. The professional 
organisation, whatever it might be, was not only a pro- 
tection to its members, but at the same time a safeguard 
to the public, because the interests of the profession and 
the interests of the public were fundamentally the same. 
The cheap and the nasty generally went together. Cheap 
labour, whether it was manual or mental, was worse than 
ineffective—it was positively injurious. Adequate pro- 
fessional remuneration was really a public concern, and 
he was sure their profession would have in mind that to 
justify adequate remuneration, the profession must give 
an adequate return in good and reliable service to the 


public. It must maintain a high standard of professional 
efficiency and conduct. It must, therefore, first scru- 
tinise, as their organisation did and had done for 50 years, 
the competence of those who wished to enter it and insist 
on their adequate training in the art and practice of the 
profession, and must exercise disciplinary powers over the 
professional conduct of its members. Their profession 
was organised and equipped to carry out those functions. 


Mr. R. Witson Bart_etr (President of the Society of 
Incorporated Accountants and Auditors), replying, said 
it was with great pleasure that he rose to thank Sir William 
Munday for the very cordial way in which he had proposed 
the toast. His many kind expressions regarding their 
work, and also the presence of the Recorder of Plymouth 
and of the President of the local Law Society, testified 
to the good relationship between the legal and accountancy 
professions in the city of Plymouth. The work of Sir 
William, which had extended over many spheres in the 
district of Plymouth, was well known to everyone present. 
He paid tribute to Sir William’s great public spirit, and, 
at the same time, tendered their congratulations on the 
honour of Knighthood recently conferred upon him. 
Mr. Wilson Bartlett said he was very pleased to be present 
at that inaugural function and, possibly, it was somewhat 
appropriate that he should pay his first official visit since 
his election as President of the Society to a District 
Society at Plymouth, seeing that his chief place of abode 
and work was situated in Monmouthshire, on the other 
side of the Bristol] Channel, whither such a large number 
of Devonians and Cornishmen had transferred their 
fortunes or ambitions and affections, and where they were 
to-day respected and welcome citizens. It was, of course, 
a matter of very great importance to a professional body 
that its members should have an opportunity of meeting 
and coming into contact with one another, of fostering a 
good relationship with other bodies of a similar nature, and 
particularly that opportunities should be provided by way 
of lectures and discussions for the students who were 
preparing, by a long course of training and study, to prove 
themselves fit, by examination, to qualify for the account- 
ancy profession. Their Society had, therefore, arranged 
that every Incorporated Accountant in Great Britain 
and Ireland should be associated with one of their 
Branches or District Societies, of which Devon and Cornwall 
now became No. 23. The District Society organisation 
not only covered the objects he had mentioned, but also 
served to connect members throughout the provinces 
more closely with the Society’s head office in London, 
where, for the last six years, they had occupied that 
beautiful hall on the Embankment, built some 40 years 
ago by the late Lord Astor. If there were any there, 
members or visitors, who had not already visited Incor- 
porated Accountants’ Hall, he hoped they would take the 
first opportunity of doing so, and he was sure that Mr. 
Garrett, their Secretary, would give them, at any time, 
a very hearty welcome. As President, he very sincerely 
and warmly congratulated the members in Devon and 
Cornwall on their initiative and courage in establishing 
that District Society, and at the same time he acknow- 
ledged the courtesy and assistance of the Committec 
of the West of England District Society, centred in 
Bristol, in co-operating in that new venture. They would 
possibly find many disadvantages peculiar to their own 
District Society, the chief of which, no doubt, would be 
that since their members were scattered over a wide area, 
regular attendance at lectures would be somewhat difficult. 
But he appealed to all members to do their utmost to be 
present at all meetings, even if it were necessary to make a 
sacrifice in so doing, as it was only by each member 
making his own regular contribution that a real success 
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could be achieved by their District Society. The organisa- 
tion of their Society, governing the professional destinies 
of some 6,500 Incorporated Accountants, naturally called 
for constant personal touch and collaboration with the 
members in different parts of the country, in all the 
British Dominions, and in a large number of foreign 
countries, in order that they might continue the progress 
they had marked that year by the celebration of the 
fiftieth anniversary of the foundation of the Society. He 
thought it was fitting that he should on that occasion 
pay a tribute of respect and deep affection to his pre- 
decessor in office, Sir James Martin, whose death, in 
August last, came as a great blow to them all. His 
passing was a very great loss, not only to their Society, 
but to the profession of accountancy as a whole. The 
complications of modern life, particularly in relation to 
commerce and industry, and in the private affairs of 
individuals, were such that the service which the account- 
ancy profession offered became daily more extensive and 
more essential. The labours of professional accountants 
were chiefly constructive, playing an important part as 
consultants and financial advisers, in connection with 
the administration of public and private companies, 
public and private trusts, income tax assessments, the 
recovery of overpayment of income tax, arbitrations, 
and the settlement of disputes, in addition to the ordinary 
duties of auditors, and the preparation of annual accounts. 
If those services were to be continued with the highest 
degree of skill, the young men who were qualifying for 
the profession must be carefully trained and must be 
prepared to undergo a long course of study in order to 
fit themselves for the examinations of the Society. In 
conclusion, he tendered to Mr. Ching his hearty con- 
gratulations on being appointed as the first President of 
their latest District Society. Upon him and their Com- 
mittee and officials—especially the Secretary, Mr. Pascho— 
lay a great responsibility to see that the traditions of their 
Society were carefully preserved. From what he had seen 
that evening, and learned during his visit to Plymouth, 
he felt sure that the interests of the profession could 
safely be left in their hands. 


The RecorpER oF Piymoutns, Mr. J. G. Trapnell, K.C., 
proposed ‘His Majesty’s Forces.” Alluding to the 
present international position and the fact that it was only 
a few years ago that people were talking about a war to 
end war, he said it was necessary to realise that sanctions 
were useless unless there was the necessary force to 
make them effective to the last degree. Nothing could be 
done without His Majesty’s Forces, and it was right that 
one should wish them success. 


The CoMMANDER-IN-CHIEF OF PLymoutn, Vice-Admiral 
the . Hon. Sir Reginald Plunkett-Emle-Erle-Drax, 
in his reply, said that for various reasons their fighting 
forces to-day were not entirely as flourishing as they 
had been in the past. One of the fallacies concerning 
them was that after any war the best and quickest way 
to economy and the restoration of financial stability and 
prosperity was to cut down the country’s fighting forces 
ruthlessly and rapidly. It was possible for that theory 
to be pushed too far. He preferred to call unilateral 
disarmament by the old English term “* one-sided.”” Some 


people had said the best way to ensure peace was to set 


about disarming the British Empire as an example to 
others. Up to a point they had had unilateral dis- 
armament, but whether it had done any good to the 
cause of peace was a matter of opinion. But, in embark- 
ing upon a policy which obviously had grave dangers, it 
was necessary to be extremely careful about the nation 
to be disarmed first. To disarm such nations as were 
most earnestly trying to secure the peace of the world 


was rather like disbanding the police to set a good example 
to the burglar. It would be interesting to see the result 
of a poll among the fifty-five members of the League of 
Nations on the question: Do you think it desirable that 
the British Navy should be reduced by 50 per cent. to- 
morrow, or increased by 50 per cent. ? He could not help 
thinking that nine out of ten, or even ten out of ten, would 
vote for an immediate increase in the British Navy to 
render more secure the peace of Europe and the world. 

The Cuarrman, Mr. W. J. Ching, in proposing the toast 
of *“* Our Guests,” referred to the diversity of an account- 
ant’s work, a fact which was obvious from the everyday 
affairs of their business, and to the interest which Sir 
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William Munday had displayed in the educational facilities P 
for their students. There was a happy co-operation in D 
the district between the law and their own profession. c 
There were times when they had to appeal to the legal ¥ 
profession. But, at the same time, the legal profession m 
recognised that in some matters, particularly those of pl 
intricate figures, it was helpful to refer to accountants. fo 
Replies were made by Sir WirLL1AM MOUNSTEPHEN and if 
Lieut.-Commander Hanney. hi 
£3 
me 
Correspondence. re 
( 
FORM OF AUDITOR’S REPORT. gui 
To the Editors, Incorporated Accountants’ Journal. wo! 
Srrs,—I shall feel obliged if you will kindly ns 
publish the following few lines in the next issue of the = 
Incorporated Accountants’ Journal, and express your pout 
valued opinion thereon, as well as invite the opinions of Cn 
your readers regarding the said subject. ™ 
In case of three or four joint stock companies in Bombay, inst) 
the auditors of the companies concerned have given their the 
certificate to the audited balance sheet and statement of eluci 
profit and loss account as under : inch 
*“*We have audited the above balance sheet and ants 
have obtained all the information and explanations nego 
we have required. The above balance sheet exhibits that 
a true and correct view of the state of the company’s Wi 
affairs according to the best of our information and defen 
the explanations given to us and as shown by the to th 
books of the company and in our opinion is drawn up regare 
in conformity with the law.” conne 
You will notice in the above certificate that the auditors books 
have clearly omitted the use of the usual words “* We have work 
examined the above balance sheet with the books and been | 
vouchers of the company . . .,” and this has led to a great witnes 
dissatisfaction and annoyance amongst a section of the accept 
shareholders of the companies concerned on the ground actual 
that this immunes the auditors from their proper responsi- J bis Lo 
bility in case of any fraud or trouble arising in the books meetin 
of accounts audited by them. of a lar 
This matter has created a sort of a new precedent in told d 
the issue of certificates by the auditors, and opinions of Bi ogo . rs 
the members of the Society will, therefore, be highly % ,,, +g 
appreciated. Yours faithfully, fact wi 
X.Y.Z. meeti 
Bombay, his on 
October, 1935. creased 
[We do not quite appreciate the point raised. The report J he paid 
of the auditors states that the audited balance sheet ments ¢ 
exhibits a true and correct view of the state of the com 9 lthougt 
pany’s affairs as shown by the books of the company, and 9 Was fort 
this obviously could not be done without examining the 9 ‘ore a fu 
books.—Ebs., I.A.J.] Were apy 
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THE BASIS OF ACCOUNTANTS’ 
CHARGES. 


A JuDGE’s OBSERVATIONS. 

In the Mayor’s and City of London Court, before 
Judge Shewell Cooper, Mr. Harry Benjamin Sacks, 
Chartered Accountant, 62-63, Fenchurch Street, E.C.3, 
brought an action against Mr. Henry Isadore Leon, 17, 
Endersleigh Gardens, N.W., to recover £77 14s. in respect 
of professional services rendered in 1934. 


The defence was a denial of indebtedness and an 
allegation that plaintiff was instructed to act in con- 
nection with the calling of a meeting of the creditors of a 
company, De Leon’s Biscuits, Ltd., of which defendant 
was a director, and also with regard to any personal 
matters arising out of the company’s affairs ; and that the 
plaintiff had received the sum of £32 11s. as an agreed fee 
for his services. There was an alternative pleading that 
if any sum should be due to plaintiff, which was denied, 
his charges were excessive. It was suggested that the 
£32 11s. was made up of ten guineas for preparing for the 
meeting of creditors ; six guineas for the costs of the 
meeting ; ten guineas for clearing up subsequent matters ; 
and five guineas stamp duty and out-of-pocket expenses. 

Counsel for plaintiff intimated that the twenty-six 
guineas plus out-of-pockets in question was in respect of 
work entirely separate and distinct from that for which 
plaintiff was now claiming to be remunerated—which 
represented five other matters quite unconnected with 
the meeting of creditors. Counsel put in correspondence 
confirming each one of these transactions, and dealt with 
them in detail and produced the bill of costs to the Judge. 

Mr. Sacks said that in consequence of his original 
instructions he had a five-hour interview, went down to 
the company’s factory, examined the books, and tried to 
elucidate the position ; there was subsequent investigation, 
including inquiries with Solicitors and Chartered Account- 
ants ; the matter was complex and involved considerable 
negotiation and interviewing, and it was in respect of this 
that the twenty-six guinea fee was charged and paid. 

Witness said that subsequent to that he obtained 
defendant’s written instructions to deal with the Solicitor 
to the Board of Trade concerning various matters in 
regard to which the company was in difficulties, and in 
connection with which it was necessary to examine the 
books to ascertain the pre-company debts, all of which 
work was quite independent of that for which the fee had 
been paid. After further details had been put to the 
witness, the Judge intimated that he was prepared to 
accept the fact that the account as rendered set out the 
actual work forming the basis of claim. Witness informed 
his Lordship that upon receipt of instructions for a second 
meeting of creditors, involving the question of payment 
of a larger composition, he had a discussion with defendant 
lasting over half an hour upon the subject of costs and 
told defendant that the scale charges would be roughly 
£80 ; defendant said he would think the matter over, and 
on the following day he agreed to pay the fees, which 
fact witness recorded in his diary. After the creditors’ 
meeting witness was approached by defendant to reduce 
his fees because of financial difficulties due to the in- 
creased composition, and witness told him that, provided 
he paid £20 forthwith and three further monthly instal- 
ments of £10, he would accept £50 in settlement, but 
although defendant agreed to the suggestion no money 
was forthcoming, in spite of repeated requests, and there- 
fore a full account was rendered. Witness said his charges 
Were apportioned as to 30 hours of his own work at ten 
guineas per day and 33} hours at seven guineas. Asked 


by his Lordship to explain, “ in view of the defence that 
the charges are excessive,”” why the 30 hours were 

at ten and not seven guineas, witness said that most of 
the time at the higher rate was spent on interviews and 
negotiations with Chartered Accountants and Solicitors, 
including the Solicitor to the Board of Trade, which he 
regarded as much more important and intricate work than 
the ordinary accountancy work. Asked by the Judge if 
the charges higher than the seven guineas were authorised 
by scale, witness replied that the recognised Institute 
scale for work of that nature ranged from 7 to 21 guineas. 
In cross-examination, witness emphatically denied that 
the original fee paid was intended to cover the whole of 
the work for which he was now claiming. The Judge 
intervened during the cross-examination to point out to 
defendant that when a business man received confirmatory 
letters, accounts and documents, and even a solicitor’s 
letter, but did not reply to them, it required a good deal 
of explanation at a later stage. 

Mr. Solomon Brief, Chartered Accountant, gave evidence 
to the effect that by reference to the bill of costs in this 
ease he would say that a reasonable figure per seven-hour 
day would be between 10 and 15 guineas “‘ in view of the 
terrific amount of interview work and investigations into 
the specific type of thing concerned.” Asked by the 
Judge what sort of circumstances in his view justified 
a higher charge than the normal seven guineas, witness 
replied that in the case of bankruptcy work, with meetings 
of creditors and investigations into company’s accounts 
and returns, much more detailed information must be 
obtained and a much greater amount of care must be 
taken than in ordinary audit work for which seven guineas 
was required ; and in further reply to his Lordship witness 
agreed that he did not often find it necessary himself to 
charge more than the seven guineas. 


Mr. Dennis Justyn Black informed the Judge that he 
had had five years’ experience as a Chartered Accountant, 
and that it was more normal, for work of this nature, to 
charge from half a guinea to two guineas an hour, and 
that, in his opinion, it was usual to charge more than a 
guinea an hour. The Judge commented that it seemed 
to him a little curious, in the case of investigations into 
company transactions or a bankruptcy where there was 
more or less insolvency, that the practice was to charge 
more than the normal fee, and witness suggested that 
such work required much more technical knowledge, and 
that, as a rule, he charged 14 guineas an hour. His 
Lordship added that he could, of course, quite see the 
professional point of view. 

After defendant had stated his case, the Judge pressed 
him as to why he did not answer the various communica- 
tions addressed to him by plaintiff, and defendant first 
of all said that he was “ too ,” but when his 
Lordship said he could not accept that defendant added 
that possibly one of the guiding reasons was that, in the 
course of the company’s affairs, he came into contact with 
the gentleman who acted for the creditors, who, in general 
conversation, but not in connection with this particular 
matter, had said: “If you are ever in doubt about a 
matter, don’t write at all, because it might get you into 
trouble,” whereupon his Lordship enquired : “ Is he yet 
in a lunatic asylum ? ” 

Before giving judgment, his Lordship stated that the 
only thing that troubled him was the 30 hours at ten 
guineas, and that, although it was true that two Chartered 
Accountants had been called—with some experience, 
though not as much as some older members of the pro- 
fession—his Lordship’s idea was that there should be 
some reduction under that head. Counsel intimated that 
plaintiff was content to leave that entirely to his Lordship’s 


 ——— — — — — ——————————— ————————— —___..._.____ 

: ee 
) 
i 
) 
. 
L 
y 
ir 
S 
n 
a. 
al 
n 
of 
Ss. 
ad 
diy 
the 
our 
; of 
ay, 
heir 
t of 
and 
ions 
ibits 
ny’s 
and 
r the 
n up 
jitors 
have 

and 
great 
f the 
round 
ponsi- 
books 
ent in 
ons of 
highly 
Z. 
report 
_ sheet 
e com: 
Ly; and 
ing the 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


[NovVEMBER, 1935 


discretion, and his Lordship indicated that he agreed 
that the work involved more than a mere audit, but that 
he was disposed to take ten guineas off the claim and give 
judgment for £67 14s. His Lordship added that he was 
not saying a word against plaintiff's bona-fides, or that 
the work was not of a specialised professional nature, 
but, on the whole, he thought the charges were somewhat 
excessive, and there would be judgment for £67 14s., 
with costs. 

Mr. H. Salter Nichols (instructed by Messrs. Alexander 
Fine, Hawkins & Co.) represented the plaintiff; and 
defendant conducted his own case. 


Chartered Institute of Secretaries. 


Annual Report. 

The following are extracts from the report of the 

Council for the year ended August 31st, 1935. 
MEMBERSHIP. 

During the year ended August 31st, 1935, the net 
increase in membership was 138. On that date the number 
on the roll was 7,314, of whom 2,331 were Fellows and 
4,983 were Associates. 346 new members were elected 
and 14 former members were readmitted. The number 
whose membership ceased through death or other cause 
was 222. 

EXAMINATIONS. 

The results of the examinations held in September, 
1934 (Preliminary), December, 1934 (Preliminary, Inter- 
mediate and Final), March, 1935 (Preliminary), and 
June, 1935 (Preliminary, Intermediate and Final), were 


as follows :-— 
September, 1934. Candidates. Passed. 
Preliminary 49 22 
December, 1934. 
Preliminary 67 At 
Intermediate 1,066 508 
Final es 1,006 231 
March, 1935. 
Preliminary es - 67 48 
June, 1935. 
Preliminary 183 124 
Intermediate 1,234 463 
Final 1,131 337 
Total 4,803 1,777 


To signalise the Silver Jubilee of His Majesty King 
George V, the Patron of the Institute, the Council has 
instituted a prize for the best candidate securing a Cer- 
tificate of Merit at the Final examinations. 

; STUDENTs. 

The number of students and articled clerks registered 
with the Institute in the year was 1,533. The total 
number of registered students and articled clerks on the 
register at August 31st was 9,341. 

The scheme inaugurated last year, attaching all newly- 
registered students to a students’ society, if within reason- 
able distance of residence or place of business, with the 


object of advancing the training of students,is working | 


well. It gives every promise of fulfilling its purpose, and 
has provided the students’ societies with additional funds 
for their work. 

** SECRETARIAL PRACTICE.” 

A fifth edition of Secretarial Practice, the Institute 
manual or working treatise on company work, was issued in 
September, bringing up to date since the last edition 
appeared five years ago the various topics dealt with in the 


manual. This edition was undertaken on behalf of the 
Council by Mr. Lionel Cohen, K.C. The Council is much 
indebted to him, as well as to Mr. H. M. Cohen, of Messrs. 
Linklaters & Paines, the Institute’s solicitors, and to the 
members of the special committee and the other experienced 
collaborators in the task of revision. 

INCORPORATED SECRETARIES’ ASSOCIATION. 

On July 12th the members at a special general meeting 
in London approved a scheme put forward by the Council 
for the fusion of the Institute and the Incorporated 
Secretaries’ Association, and directed the presentation to 
His Majesty in Council of a Petition praying for the grant 
of a Supplemental Charter. The Council regard this step 
as an important advance in the development and influence 
of the Institute which cannot fail to be of great advantage 
to every member of the secretarial profession. 

BYE-LAWS. 

The same meeting also approved amendments in the 
bye-laws to give effect to the scheme of fusion referred to, 
as well as amendments in other of the bye-laws with the 
object of improving the administrative machinery of the 
Institute. The Petition for a supplemental Charter and 
for ‘* allowance ” to amendments in the bye-laws are now 


before the Privy Council. 


FORTHCOMING EVENTS. 


Hull District Society. At Hull, at 7.15 
p.m. Lecture by Mr. W. Bertram Nelson, 
F.S.A.A., on “ The Statistical Interpretation 
of Accounts.” (Students’ Meeting.) 

South of England District Society 
(Bournemouth and District Section). At 
Bournemouth, at 7.15 p.m. Members’ 
papers and discussions. 

Leicester District Society. At Northampton, 
at 6 p.m. Lecture by Mr. E. Westby-Nunn, 
B.A., LL.B., on ‘‘ Trusts and Trustees.” 

Birmingham District Society. At Birming- 
ham. Lecture by Mr. A. A. Davidson on 
** Pension Schemes.” (By invitation of the 
Chartered Institute of Secretaries.) 

Liverpool District Society. At Liverpool, 
at 6.15 p.m. Lecture by Mr. W. J. Back, 
A.S.A.A., on “ The Verification of Assets 
and Liabilities.” 

North Lancashire District Society. At 
Preston. Lecture by Mr. W. H. Stalker. 
A.S.A.A., on “ Practical Hints for Account- 
ancy Students.” 

Burnley Students’ Society. At Burnley, at 
7.30 p.m. Mock Shareholders’ Meeting. 

Newcastle-upon-Tyne District Society. 
At Newcastle, at 6.30 p.m. Lecture by Mr. 
R. M. Beckwith, Solicitor, on ‘*‘ Executorship 
Law.” 

London and District Society. At Incor- 
porated Accountants’ Hall, at 8.30 p.m. 
Reception and Dance. 

Manchester District Society. At Man- 
chester, at 6.15 p.m. Lecture by Mr. H. 
Burton, B.A., Barrister-at-Law, on ‘ Con- 
tracts.”’ (Students’ Meeting.) 

North Staffordshire District Society. 
Hanley, at 6.30 p.m. Lecture by Mr. 
H. A. R. J. Wilson, F.S.A.A., on ** Executor- 
ship Law and Accounts.” 

Sheffield District Society. 
Lecture by Mr. W. J. Hinton. 


1935. 


Nov. Ist. 


Nov. 4th. 


Nov. 6th. 


Nov. 7th. 


Nov. 8th. 


At Sheffield. 
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Nov. 


18th. 


Newcastle-upon-Tyne District Society. At 
Middlesbrough, at 7 p.m. Lecture by Mr. 
R. M. Beckwith, Solicitor, on ‘* Receivers.” 

West of England District Society. At 
Bristol, at 6 p.m. Lecture by Mr. Perey H. 
Walker, F.S.A.A., on “ Capitalisation of 
Profits and Issue of Bonus Shares.” 

Devon and Cornwall District Society. At 
Plymouth, at 6.30 p.m. Lecture by Mr. 
W. J. Ching, F.S.A.A., on “* Accountancy 
Problems.” 

London Students’ Society. At Incor- 
porated Accountants’ Hall, at 6.15 p.m. 
Lecture by Mr. H. Goitein, LL.D., on 
**Company Taxation.” 

Nottingham, Derby and Lincoln District 
Society. At Nottingham, at 6.30 p.m. 
Lecture by Mr. W. A. Boot, Solicitor, on 
** Sale of Goods.” 

Yorkshire District Society. At Leeds, at 
7 p.m. Lecture by Mr. R. A. Chadwick, 
M.A., LL.M., on “ Company Law Reform.” 
(Joint Meeting with the Chartered Institute 
of Secretaries, West Yorkshire Branch.) 

Leicester District Society. At Leicester, at 
6 p.m. Lecture by Mr. Arthur Duxbury on 
“Hints on Public Speaking.” 

Manchester District Society. At Man- 
chester, at 6.15 p.m. Lecture by Mr. Lewis 
Lord, F.S.A.A., on ‘“ Local Government 
Finance.”” (Joint Meeting with Manchester 
Branch of Chartered Institute of Secre- 
taries.) 

South Wales and Monmouthshire District 
Society. At Cardiff. Topic Meeting. 
(Students’ Meeting.) 

Birmingham District Society. At Birming- 
ham. Lecture by Mr. H. W. Lyde on 
“* Wills and Intestacies under the Property 
Act of 1925.” 

Dublin Students’ Society. At Dublin, at 
6 p.m. Lecture by Mr. H. C. Fletcher, 
A.S.A.A., on ‘* Farm Accounts.” 

Liverpool District Society. At Liverpool, 
at 6.15 p.m. Lecture by Mr. L. A. P. 
Warner, C.B.E., F.C.1.S., on “* The Working 
of the Dock Board System.” (Joint Meet- 
ing with the Liverpool Branch of the 
Chartered Institute of Secretaries.) 

Newcastle-upon-Tyne District Society. 
At Sunderland, at 7.30 p.m. Lecture by 
Mr. S. Price, B.Com., F.R.Econ.S., on 
** Present-Day Monetary Problems.” 

Swansea and South West Wales District 
Society. At Swansea. Lecture by Mr. 
A. E. Goskar, F.S.A.A., on ** Receiverships.”’ 

Hull District Society. At Hull, at 7.15 p.m. 
Lecture by Mr. Neville Hobson, Solicitor, 
on “ The Will of Josephus Brown.” 


Nov. 2Ist. 


Bradford District Society. At Bradford, 
at 7.30 p.m. Debate with the Sheffield 
Students’ Society. 

Liverpool District Society. At Chester, 
aut 6.45 p.m. Lecture by Mr. S. Woodyer, 
F.S.A.A., A.C.A., on “* Fraud in Accounts.” 

Newcastle-upon-Tyne District Society. 
At Newcastle, at 6.30 p.m. Lecture by Mr. 
R. M. Beckwith, Solicitor, on ‘* Executorship 
Law.” 

Manchester District Society. At Man- 
chester, at 6.15 p.m. Lecture by Mr. J. Ford, 
Inspector of Taxes, on “ Income Tax.” 

North Lancashire District Society. At 
Preston. Annual Dinner. 

Newcastle-upon-Tyne District Society. 
At Middlesbrough, at 7 p.m. Lecture by 
Mr. T. Dunsmore, Inspector of Taxes, on 
**Income Tax Deductions in arriving at 
Profits.” 

West of England District Society. At 
Bristol, at 6 p.m. Lecture by Mr. W. H. 
Grainger, F.S.A.A., on “ Stock Exchange 


Transactions.” ‘ 
At Liverpool. 


Liverpool District Society. 
Annual Dance. 

Yorkshire District Society. At Leeds, at 
6.30 p.m. Lecture by Mr. W. H. Grainger, 
F.S.A.A., on “ Auditing Investigations.” 

Cumberland and Westmorland District 
Society. At Carlisle. Lecture by Mr. J. W. 
Whipp on “ The Banker and the Account- 
ant.” 

South Wales and Monmouthshire District 
Society. At Newport. Lecture by Mr. John 
Owen, M.A., on “The Gold Standard.” 
(Joint Meeting with the Incorporated 
Secretaries’ Association.) 

Bradford District Society. At Bradford. 
Jubilee Dinner of the District Society. 

North Staffordshire District Society. At 
Hanley, at 6.30 p.m. Lecture by Mr. Archi- 
bald Crawford, K.C., on “ Realities of 
Industrial Planning and Price Fixing.” 

Nottingham, Derby and Lincoln District 
Society. At Nottingham, at 6.30 p.m. 
Lecture by Mr. Arthur Radford, B.Se. 
(Econ.), on ** Economics.” 

South of England District Society 
(Bournemouth and District Section). At 
Bournemouth, at 7.15 p.m. Lecture by 
Mr. W. 4H. Stalker, A.S.A.A., on 
* Budgetary Control.” ; 

Manchester District Society. 
chester. Annual Dance. 


At Man- 


INCORPORATED ACCOUNTANTS’ 


GOLFING SOCIETY 


The Autumn Meeting of the Society was held at Walton 
Heath on September 19th, 1935. 

The prize for the morning round was won by Mr. 
P. F. Keens, 89—-8=-81, Mr. F. Martin Jenkins being the 
runner-up. 

In the afternoon a four-ball bogey competition was 
played, and won by Mr. P. F. Keens and Mr. J. Sanders 
with a score of 6 up on bogey. 

The Society's prize for the best aggregate score for the 
Spring, Summer and Autumn Meetings was won by Mr. 
D. C. Brook with a net total of 324 (four rounds). 


Nov. 19th. London Students’ Society. At Incor- 
porated Accountants’ Hall at 6.15 p.m. 
Lecture by Mr. F. R. Witty, A.S.A.A., on 
* The Audit of a Private Company.” 

Yorkshire District Society. At Hudders- 
field, at 6.30 p.m. Lecture by Mr. R. 
Glynne Williams, A.C.A., on ‘ Modern 
Problems in Accountancy.” 

Leicester District Society. At Leicester, 
at 6 p.m. Lecture by Mr. A. A. Garrett, 
M.B.E., M.A., on “ Securities.” 
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Local Income Tax. 


A Paper read at a meeting of the Incorporated Account- 
ants’ South Wales and Monmouthshire District Society by 


Mr. JOHN ALLCOCK, O.B.E., F.S.A.A., F.1.M.T.A. 


In addressing you on the subject of Local Income Tax 
at the invitation of my brother Incorporated Accountants, 
I am aware that my views are not shared by many. 
This, I think, arises from two main causes, viz., the admitted 
difficulty of formulating a scheme, and an inappreciation 
of the injustice of the present system of raising the revenue 
necessary for local government purposes. 

Capable administrators of local government in this 
country have gone so far as to say that the idea could not 
be satisfactorily applied, although they have nearly all 
been good enough to say that as an ideal, and that only, 
it has much to commend it, but that it would never work 
in actual practice. 

I wish, therefore, at once to get to the root of the matter, 
by stating that the money required by local authorities 
for the government of their respective areas can only be 
raised on one of two bases, viz. :— 

(a) According to benefits received ; 
(b) On the ratepayers’ ability to pay. 

The first breaks down completely. It is quite impossible 
to levy the charge on any such principle. How far should 
a person educating his children at his own expense, be 
called upon to pay the education rate? Many other 
instances will occur to the minds of all present in con- 
firmation of the view I have expressed as to the impossi- 
bility of the first alternative. 

There is, therefore, only the second alternative left, 
and I have no hesitation in stating that rates are not 
levied according to ability to pay ; in fact, ability to pay 
is never taken into consideration—all that is done at 
present is to assume we are being just and fair to all con- 
cerned, by adopting the rateable value of the property 
occupied as the measure of a person’s ability to pay— 
but it is nothing of the kind. 

A moment’s thought will convince you that to take this 
one element and to totally ignore every other evidence of 
financial ability has not only very little to commend it, 
but is entirely wrong. 

What other element can be introduced to correct this 
unfairness except a local income tax ? 

Opponents of any such scheme express the view that to 
have two kinds of income tax would be quite unnecessary. 
Why not increase the Imperial income tax and make 
grants thereout to local authorities in respect of services 
of a national or semi-national character administered 
locally ? 

The first reply is that any such arrangement would be 
calculated to lead to extravagance. On numerous 
occasions during my official life I have heard the remark 
(and I think in a sense it may be forgiven), ‘‘ We can very 
well adopt such and such a scheme as the major portion 
of the financial burden will be borne by the Government.” 

The second reply is that it would not localise local 
burdens to local needs. 

The one subject relating to local finance, which more 
than any other has been under consideration for many 
years past, is connected with those services which are 
administered locally but which are really of a national 
or semi-national character, and the extent to which they 
should be financially aided out of Imperial revenues. 

. As far back as 1913 the then Chancellor of the Exchequer 
deprecated the continual applications made by local 


authorities for increased subventions, stating at the same 
time that grants of this description led to extravagance 
and should be resisted. 

Since then the difficulties of the situation from the 
Imperial point of view have been accentuated, and this 
will be fully realised when regard is had to the fact that it 
is necessary in order to provide for the upkeep of the 
country to levy an income tax of 4s. 6d. in the £ and then 
only after raiding certain funds to which some sections 
of the community take exception. 

By the Local Government Act, 1929, an attempt was 
made to place these Imperial grants on a more scientific 
basis, bringing in such elements as excessive number of 
unemployed persons, areas having a low rateable value, 
and in counties regard was had to the length of roads 
coupled with a thinly-scattered population, in an attempt 
to deal more equitably with the pressing needs of highly- 
rated areas. 

The Act has, as its ultimate end, the cessation of 
Government grants and the consequential provision by 
each local authority of the money required for the 
administration of that area. 

In South Wales it is of paramount importance that new 
trades and works should be attracted in order to counteract 
the regretted decline of the coal and kindred industries. 

Manufacturers, when looking around for a new area in 
which to extend their businesses, naturally pay great 
attention to the rates levied in those areas, and as rates 
must be paid on all occupied premises whether a profit is 
derived or not, it follows that it will be exceedingly 
difficult for highly-rated areas to secure any part of this 
expansion of trade. 

I do not wish to be in any sense an alarmist, but the 
fact of ever-increasing rates is a matter of vital concern 
to the public at large, not only to traders and manu- 
facturers but probably in a greater degree to the work- 
people they employ. 

Again, I think it will be agreed that the increase in rates 
during the past 30 years has distinctly depreciated 
investments in freehold and leasehold property and has 
to a large extent prevented investment of money in this 
direction, and in this connection it should be borne in 
mind that 30 years ago the purchase of house property 
was a favourite investment for the savings of the financially 
middle class. 

The following questions therefore arise :— 

(a) Whether the basis on which local rates are at 
present levied is the best that can be devised ; 

(b) Whether some amendment is not advisable ; and 

(c) If so, in what direction. 

One palliative which for years has been suggested is the 
proposal to levy rates on the unimproved value of land, 
but if this were adopted it does not follow that the area 
of land or its value would be any criterion of the profits 
to be derived from its occupation. 

It frequently happens that one business must have a 
considerable and valuable site, whereas another (and in 
some cases the more profitable) requires only a com- 
paratively small site—thus the doctrine of ability to pay 
again breaks down. 

I have already mentioned the effect of the present rating 
system on the pockets of the workers, and I now propose 
to convert that general statement into one of a more 
definite character. 

Assume that a workman’s wages amount to £3 per week 


and that he has a wife and two children to maintain , 
(the latter figure is less than the average number of children | 


in such a family) and that this family lives in a house 
rated at £18. 
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The average rate levied throughout the country is 15s. 
in the £1, his contribution, therefore, to the local exchequer 
would be £13 10s. per annum or, say 5s. per week, his 
payments for National Health and Unemployment 
Insurance, payments to trades union, &c., amount to 
about 3s. per week—rent, 12s. per week. 

If, in addition, he makes provision for his old age, and 
even if he was assisted by his employer, his contribution 
under this heading could not be placed at less than 2s. 
per week. 

If such assistance was not forthcoming then the money 
set aside for this purpose to be productive of even a small 
weekly sum when he reached the age of 65 must be appre- 
tiably higher than 2s. per week, but as I desire to under 
rather than overstate what may be termed his standing 
charges, I have adopted 2s. per week, making for all the 
above purposes a total of £1 2s. per week, leaving £1 18s. 
to maintain himself and his family. 

This sum of £1 2s. per week is, in my opinion, one which 
he cannot very well afford. That the payments in respect 
of rates are a real burden is proved by the very large 
number of persons who, in order to meet their liabilities, 
voluntarily pay rates by instalments of a few shillings 
per week, knowing perfectly well if they did not adopt 
some such plan that the finding of from £6 to £7 each half- 
year in one sum would be almost an impossibility. 

My object in citing this hypothetical case is not to paint 
a gloomy picture but to emphasise the fact that con- 
tributions towards local expenditure are based on one 
inelastic factor without any differentiation between those 
who can well afford to pay and those who cannot so well 
afford and has no regard whatever to ability to pay. 

The present conditions in respect of a person engaged in 
any trade or calling where the profits are great and the 
premises occupied are of relatively small value, call for a 
remedy, and for this reason I incline to the view that, in 
addition to rates, a local income tax levied to meet a 
part of the cost of local services would more evenly dis- 
tribute the existing and prospective burdens. 

Now let us consider four cases which might be regarded 
as typical :— 


Occupier 


Can the position disclosed in this illustration be regarded 
as being in any sense equitable ? 

The question of a local income tax was considered by the 
Departmental Committee on Local Taxation in 1911 and 
the following years, the principal advocate of such a 
system being Viscount St. Aldwyn, a man of very wide 
knowledge and experience and at one time Chancellor of 
the Exchequer. 

In giving evidence in favour of such a tax, he urged that, 
in any case, the Government should seriously consider the 
Prussian system, and in 1912 I was in lengthy com- 
munication with the British Consul-General at Frankfort- 
on-Maine, and in my concluding letter I asked him to 
favour me with his frank opinion as to the relative merits 
of our system of raising money for local expenditure, 
and the one which operated in Frankfort, where, as an 
element, a local income tax had been introduced. He 

plied that there could be no question that a local income 


tax spread the burden more equitably and approached 
much nearer to the principle of ability to pay than our 
system. 

I have at this point to acknowledge my indebtedness 
to the Foreign Office, which obtained for me the par- 
ticulars relating to the levy of a local income tax in 
Germany. 

The complete system as carried out in that country is too 
voluminous to introduce into a short paper of this des- 
cription, but one or two points may be of interest. 

The tax cannot be levied on the following classes of 
person :—Those under 18 years of age, or in receipt of 
either unemployment pay or public assistance payments, 
or those whose total earnings do not exceed 130 per 
cent. of the amount they would receive were they 
dependent on assistance in the year of collection. 

The Minister of Finance has the power to exempt further 
personal circles from tax duty over and above those 
included in the foregoing direction. 

The rate of tax is graded according to income. 

The tax is reduced in cases where there are two children 
under age in the home. 

The combined incomes of the householder and his wife 
are to be included in the return on which the tax is levied. 

If a local authority desires to levy a local income tax 
which is higher than the table already mentioned, such 
authority must obtain the sanction of the Minister of 
Finance. Certain partial exemptions are made for blind 
persons. Tax cards are issued to all workmen paying the 
local income tax by way of deduction from wages. 

I have been unable clearly to ascertain the local adminis- 
trative machinery, so as to present it to you in a form 
which would be readily followed, but notwithstanding 
this shortcoming I feel I have said enough to establish 
the fact that a local income tax, or as it is there called a 
citizenship tax, is levied in Germany, and this leads me to 
put this question. 

If a tax of this description is working well in Germany, 
and it is admitted that such a tax would more equitably 
spread the burden of local taxation, does not this warrant 
at least an exhaustive inquiry as to whether some such 
system could be applied in this country ? We should not 
be satisfied to accept as fitting replies to this suggestion 
* that it is highly complicated,” “* very difficult to intro- 
duce,”’ “‘ would necessitate countless adjustments,” and 
so on. 

Neither the time nor the occasion permit me to submit 
the lines upon which a local income tax should operate, 
but perhaps one or two suggestions might be considered. 

One objection which has always been urged by opponents 
with whom I have discussed the matter, is embraced in the 
following question. 

How would you deal with a resident in a certain town, 
having shares in a company operating in another town ? 

We all know in respect of Imperial income tax that this 
is deducted at the source and a certificate to that effect 
accompanies the dividend. It would be quite an easy 
matter to make a further deduction in respect of a local 
income tax, giving a separate certificate of the deduction 
so made. 

There should be a differentiation between the treatment 
of a local stockholder and one living away. The latter 
should not be called upon to submit to so high a deduction 
as the former, but that he should pay something towards 
local expenditure in the area from which he derives part 
of his income is to my mind manifestly fair. 

When he has secured the necessary certificates showing 
deductions for local income tax no matter in how many 
areas he may have money invested, an allowance could 
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be made of the total sum suffered and deducted from the 
local income tax levied in the town in which he lived. 

The present limit of exemption or abatement which 
obtains with regard to the Imperial tax should not apply, 
but all occupiers of rateable property whether earning 
salary or wages or drawing profits from business carried 
on in the area of a local authority, should be called upon to 
pay the tax. 

It is quite possible for the tax to be paid by wage 
earners by way of weekly deduction. 

In connection with the many suggestions which have 
been made for further Imperial subventions, the realisation 
of which appears to be more remote than ever (owing, I 
think, very largely to the abnormal financial burden 
resting on the State) it must be borne in mind that 
increased Government grants would undoubtedly be 
accompanied by further Government supervision, and I 
question whether local authorities would be willing to 
give up their present right of practically self-control in 
return for additional grants. 

A multitude of difficulties would be met on the intro- 
duction of a local income tax, these, for instance, would 
relate to railways, banks, &c. 

Railways would be called upon to pay local income tax 
in each rating area through which the railway passed, 
and banks in all the areas in which they operated. 

It was suggested in 1911 by Viscount St. Aldwyn, that 
the Inland Revenue having arrived at the whole amount 
of the profits of these various railway undertakings, might 
divide the assessment of those profits amongst the several 
authorities in proportion to that part of the undertaking 
which was within the limits of each local authority. 

The railways would then on the respective parts of their 
total profit be required to pay the local income tax to each 
respective authority. 

The real question at issue is whether a local income tax 
would cause local burdens to be more equitably distributed 
than at present, and if the answer is in the affirmative, 
which I feel persuaded would be the case, then I am 
convinced that it would not be beyond the ability of those 
concerned to create the necessary administrative ma- 
chinery—in any case I feel that to make the value of the 
premises occupied the sole basis on which contributions 
to the local exchequer is calculated, though comparatively 
easy, has little or nothing else to commend it. 

If, as the result of such an inquiry, the Government 
came to the conclusion that this system could not be 
applied in this country, and gave adequate reasons for the 
opinion expressed, then there would not appear to be 
much hope of escape from the continuance of the present 
unjust method of raising the whole of the money required 
by local authorities for local purposes. 


- | 


District Societies of Incorporated 
Accountants. 


BELFAST. 

The first meeting of the session of the Incorporated 
Accountants’ Belfast and District Society, held on 
September 30th, took the form of a luncheon. Mr. 
Robert Bell, President of the District Society, was in the 
chair. 

Mr. D. L. Clarke, chairman of the Northern Ireland 
Road Transport Board, delivered an address on the 
organisation of the Board, which was established under a 
recent Act to take control of road transport throughout 
Northern Ireland. The Board was to begin its activities 
at midnight on September 30th, when it would take over 


‘thanks of the members to Mr. Clarke for consenting to 


' industry. 


the passenger and freight services of the five large omnibus 
companies. Mr. Clarke said that the traffic problem was 
agitating practically every country in the world, and 
requests for information on the scheme had been received 
from the Continent, the United States of America, Aus- 
tralia, and New Zealand. Northern Ireland was the first 
country to attempt any bold and comprehensive solution. 
There were about 1,500 separate transport organisations, 
and it was ludicrous to think of forming any common 
pool until the number had been reduced. The idea of a 
complete merger of road and rail under one management 
had considerable attractions; it would probably come 
some time, but at present it was not practical politics. 
The Act provided for pooling the gross receipts of the 
Board and the railways, less those expenses which varied 
with the mileage run. The pooled receipts would then 
be distributed in proportion to the net receipts of the 
undertakings in the standard years. 

Mr. Clarke emphasised that the Board was a commercial 
undertaking, and would have to work on commercial 
lines and go after business like any other trader. A large 
proportion of the traffic that was carried by any carrying 
company would never move unless it was induced to do 
so. The Board must satisfy the public by giving efficient 
services over the whole of Northern Ireland; it must 
adapt its services to the varying needs of the community, 
and its prices must be reasonable. 

In reply to a question, Mr. Clarke said that it would be 
illegal to carry goods or passengers for hire without a 
permit from the Board, approved by the Ministry of Home 
Affairs. Any Free State carrier bringing goods or pas- 
sengers into Northern Ireland must do so under permit. 

The President (Mr. R. Bell, F.S.A.A.) expressed the 


address them at a time when his hands were so full. 


BIRMINGHAM. 

A golf match was held on October 4th between the 
Birmingham and District Society of Incorporated 
Accountants and Birmingham Inspectors of Taxes. 
Although heavy rain fell in the morning, conditions 
were good when play commenced at 2.30 p.m. There 
were eleven players in each team, play being on handicap. 
The Inspectors of Taxes won by 7} games to 3} games. 


LIVERPOOL. 

On October 8th, Mr. Harold Macmillan, M.P., addressed 
a meeting of the Incorporated Accountants’ District 
Society of Liverpool on the subject of ‘“ Industrial 
Reorganisation.”” In the course of his address, Mr. 
Macmillan suggested that provision should be made for 
the self-government of industry by enabling the majority 
of producers in any particular industry to enforce schemes 
for the reorganisation of the whole or part of that 
industry, notwithstanding the opposition of a small 
minority, with the object of promoting general efficiency, 
eliminating wasteful competition and _ securing the 
maintenance of a correct balance between the demand 
for and the manufacture of the products of that industry. 
Three methods were possible: Firstly, problems could 
be dealt with by voluntary agreement within each 
Secondly, legislative assistance could be 
given to certain industries by the procedure of ad hoc 
measures. Thirdly, a general enabling bill might be 
passed giving every industry the opportunity and power 
to deal with its own difficulties through machinery 
specially adapted for that purpose. These three methods 
were not necessarily mutually exclusive: indeed, t¢ 
some extent, they could be applied concurrently. There 
was, however, evidence of need for rapid progress 
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these lines in every circumstance of the modern world, 
and if in these ways there could be an evolutionary 
development from the system of free competitive 
capitalism to plan production, it might be possible to 
escape the dangers that would otherwise lie ahead and 
to lead Britain into a new and greater prosperity. 

The discussion was opened by Mr. Hamilton Price, 
and a vote of thanks was accorded to Mr. Macmillan, on 
the proposition of Mr. C. Hewetson Nelson, J.P. 

After the meeting, a members’ dinner was held at the 
Constitutional Club. The President of the Liverpool 
Society, Major E. S. Goulding, O.B.E., presided, and the 
guests included Mr. John P. Bibby (J. Bibby & Sons, 
Ltd.), Professor A. M. Carr-Saunders (University of 
Liverpool), Mr. Arthur D. Dean (Past-President, Liverpool 
Chamber of Commerce), Mr. J. L. Ferguson (Chairman, 
Federation of British Industries, Liverpool Branch), Mr. 
Lysaght Finigan (Liverpool Rotary Club), Lieut.-Col. 
Ernest Gee (President, Liverpool Architectural Associa- 
tion), Mr. J. Graham (Graham, Robb & Woolnough) 
Councillor R. J. Hall (Liverpool Warehousing Company, 
Ltd.), Mr. R. Harding (Liverpool District Secretary, 
Federation of British Industries), Mr. W. H. Hickie 
(Liverpool Constitutional Club), Mr. T. Edward Lescher 
(Chairman of the Liverpool Chamber of Commerce), Mr. 
C. W. Matthewman (Trinidad Lake & Penmaenmawr 
Asphalt Company, Ltd.), Mr. Gerald Papworth (Chief 
Accountant, Martins Bank Ltd.), Col. Sir John Shute, 
C.M.G., M.P. (Chairman, Combined Egyptian Mills, Ltd.), 
Mr. A. B. Summerfield (Summerfield & Lang, Ltd.), Mr. 
H. F. Thoburn and Mr. Allan Young. 


Syllabus of Lectures, Spring Session, 1936. 
Jan. 9th. At Chester (at 6.45 p.m.), “ Secretarial 
Practice,” by Mr. W. E. Taffs, A.S.A.A. 

“A Commentary on Recent Economic 
Events, 1931-1935," by Mr. Stanley Dumbell. 
M.A., Assistant Registrar, the University of 
Liverpool. 

“The Legal Liability of Accountants,”’ by 
Mr. J. Selwyn Lloyd, M.A., Barrister-at-Law. 

** Management Accounts,” by Mr. Addison 
Perry-Keene, Controller, Austin Motor Co., 
Birmingham. 

Feb. . At Chester (at 6.45 p.m.). “ Aspects of 
Municipal Accounts,” by Mr. R. Bennett, 
A.S.A.A., Borough Treasurer, Colwyn Bay. 

Annual luncheon. Arrangements will be 
notified later. Speaker: Professor T. E. 
Gregory, D.Sc. (University of London). 

Discussion on Professional Topics. 

** Forecasting in Business,” by Mr. Har- 
greaves Parkinson. City Editor, ‘‘ The 
Economist.” (Small Hall, India Buildings). 

Meetings are held at 6.15 p.m., unless otherwise 
indicated, as follows :— 

Liverpool ; At the Constitutional Club, India Building, 
Water Street. 

Chester : Queen Hotel (opposite General Station). 

All meetings are held in Liverpool unless otherwise 
stated. 

Informal members’ dinner will be held after the lectures 
on February 19th and March 20th. 


Jan. 15th. 


Mar. — 


Mar. 11th. 
Mar. 20th. 


SOUTH OF ENGLAND. 
(BouRNEMouTH AND District SeEcTION.) 


The Bournemouth and District Section held its first 
anual general meeting at Gervis Hall, Bournemouth. 


on September 21st. 


Mr. F. Woolley, F.S.A.A., Southampton, a member of 
the Council of the Parent body, was present and expressed 
pleasure at the enthusiasm shown by the members. He 
felt that attendance at the lectures and discussions must 
enable Incorporated Accountants to increase their services 
to the public. 

Mr. H. J. Bicker, F.S.A.A., was unanimously re-elected 
as chairman of the Section. The committees were also re- 
elected under the leadership of Mr. S. G. Peach, A.S.A.A., 
and Mr. I. H. Slater, F.S.A.A. Mr. C. J. B. Andrews, 
A.S.A.A., was re-elected to the office of Hon. Secretary and 
Treasurer. 

A dinner was held in conjunction with the meeting. 


Report. 

The Committee have pleasure in submitting the first 
report of the proceedings of the Bournemouth and 
District Section of the South of England District Society 
since its inception on November 12th, 1934. 

They are pleased to be able to record a successful 
session, despite the fact that the programme was com- 
menced rather late in the year. The record of attend- 
ances is encouraging, as also is the interest taken by the 
members, and it is hoped that the forthcoming session 
will be even more successful. An interesting programme 
has been drawn up and members will receive details of 
this in due course. 

Seven meetings have been held, including the inaugural 
meeting, the average attendance being 25. Subjects dis- 
cussed have been auditing, hire purchase accounts, 
investigations and reports, company law and economics. 

The General Purposes Committee has met on four 
occasions, and the Social and Programme Committee on 
two. A social fund has been started and the Committee 
are gratified at the ready response of the members when 
asked to assist in the promotion of this fund. 


Syllabus of Lectures, 1935-36. 
1935. 
Oct. 4th. * Voluntary Liquidation,” by Mr. W. H. 
Grainger, F.S.A.A. 
Nov. Ist. Members’ Papers and Discussions. 
Nov. 29th. ** Budgetary Control,” by Mr. W. Stalker, 
A.S.A.A. 
Dec. 13th. Supper Lecture, by Mr. G. C. S. Machon, 
Inspector of Taxes. 
1936. 
Jan. 24th. “ Supply and Demand,” by Mr. G. Ralph 
Curtis, M.Se. (Econ.). 
Feb. 7th. “ Formation of a Company,” by Mr. G. H. 
Mills, Solicitor. 
Feb. 28th. ** Income Tax Principles as illustrated in Re- 
cent Decisions in the High Court,” by Mr. C. 
G. Woodifield. 
Mar. 20th. “ Important Points for Examination Candi- 
dates in Executorship Law and Accounts,” 
by Mr. E. Westby-Nunn, B.A., LL.B. 
April 3rd. ‘* Fire and Accident Insurance,” by Mr. Boni- 
face, District Manager, London and Lan- 
cashire Insurance Co., Ltd. 
All meetings are held at Stewart’s Restaurant, The 
Areade, Bournemouth, at 7.15 p.m., unless otherwise 
notified. 


SOUTH WALES AND MONMOUTHSHIRE. 
Syllabus of Lectures, 1935-36. 


At Welsh National Memorial Offices, 
Cardiff. ‘‘ An Introduction to Economics,’ 
by Mr. A. E. Pugh, F.S.A.A. (President of 
the District Society). 


1935. 
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At 24, Bridge Street, Newport, “An 
Introduction to Economics,” by Mr. A. E. 
Pugh, F.S.A.A. (President of the District 
Society). 

At Engineers’ Institute, Cardiff. ‘* Local 
Income Tax,” by Mr. John Allcock, O.B.E., 
F.S.A.A. 

At Welsh National Memorial Offices, 
Cardiff. Topic Meeting. 

At King’s Head Hotel, Newport. ‘“* The 
Gold Standard,” by Mr. John Owen, M.A. 
(Joint Meeting with the Incorporated Secre- 
taries’ Association). 

At the Park Hotel, Cardiff. ‘‘ Bank- 
ruptcy,” by Mr. C. T. Stephens, F.S.A.A. 

At 24, Bridge Street, Newport. ‘‘ Claims 
Against Schedule ‘ A’ Assessments,” by Mr. 
C. T. Stephens, F.S.A.A. 


Oct. 16th. 


Nov. 14th. 


Nov. 27th. 


Dec. 5th. 


Dec. 18th. 


1936. 
Feb. 6th. At Welsh National Memorial Offices, 
Cardiff. ‘‘ That the Banking System of this 
Country should be Nationalised.” (Joint 
Debate, Cardiff and Newport Students.) 
At King’s Head Hotel, Newport. ‘‘ Secre- 
tarial Practice,’ by Mr. A. A. Garrett, 
'M.B.E., M.A. (Joint Meeting with Chartered 
Institute of Secretaries, South Wales and 
Monmouthshire Branch.) 
At 24, Bridge Street, Newport. ‘ Pro- 
motion of a Private Limited Company,” by 
Mr. R. E. Venmore. 
At the Welsh National Memorial Offices, 
Cardiff. Mock Creditors’ Meeting. 
At Park Hotel, Cardiff. ‘* Solicitors’ Ac- 
counts under the New Act,” by Mr. W. J. 
Back, A.S.A.A. 
Visit to North’s Navigation Colliery, 
Maesteg. (Cardiff Students.) (Date to be 
arranged.) 
This syllabus includes lectures arranged by the 
Students’ Section. 

The annual dinner will be held at the Whitehall Rooms, 
Park Hotel, Cardiff, at a date in March, 1936, to be 
announced later. 


CarDIFF STUDENTS. 

Meetings in connection with the Prize Essay Scheme 
will be held on October 24th and 31st, November 21st, 
December 17th, 1935, January 9th and 28rd, February 27th 
and March 19th, 1936. 


Feb. 19th. 


Feb. 21st. 


Mar. 5th. 


Mar. 12th. 


Newport STUDENTS. 
Meetings in connection with the Prize Essay Scheme 
will be held on November 15th and December 13th, 1935, 
and January 10th, February 21st and March 20th, 1936. 


Cardiff and District Students’ Section. 


The year 1935-36 opened with a lecture by Mr. A. E. 
Pugh, F.S.A.A. (President of the District Society), 
entitled ‘“‘ An Introduction to Economics.” The chair 
was occupied by Mr. R. R. Davies, A.S.A.A. 

Mr. Pugh dealt with the growth of interest in the 
subject of economics, and stressed its importance both 
to the everyday life of man and to the international 
situation. He also dealt with the main definitions of 


economics, illustrating each very clearly by examples 
and charts. The Lecturer answered a number of questions 
submitted at the close of the lecture. 


SWANSEA AND SOUTH WEST WALES. 
Syllabus of Lectures, 1935-36. 
1935. 

Oct. 28rd. Official opening of District office. Address 
by Mr. R. Wilson Bartlett, J.P., F.S.A.A. 
(President of the Society of Incorporated 
Accountants and Auditors). Chairman : 
Mr. G. Glanville Mullens, F.S.A.A. 

** Receiverships,’” by Mr. A. E. Goskar, 
F.S.A.A. Chairman: Mr. E. G. White, 
A.S.A.A. 

“The Exchange Equalisation Fund,” by 
Mr. P. S. Thomas, M.A., Swansea Univer- 
sity. Chairman: Mr. W. H. Charles, 
F.S.A.A. 


Nov. 15th. 


Dec. 12th. 


1936. 

Jan. 17th. “Company Winding Up,” by Mr. C. A. 
Sales, LL.B., F.S.A.A. Chairman: Mr. 
W. H. Ashmole, J.P., F.S.A.A. 

“Relief in Respect of Losses under the 
Income Tax Acts,” by Mr. H. G. Roberts, 
Inspector of Taxes, Port Talbot. 
Chairman: Mr. G. Glanville Mullens, 
F.S.A.A. 

** Deeds of Arrangement,” by Mr. D. Gethin 
Williams, LL.B. Chairman ¢ Mr. H. Dixon 
Williams, F.S.A.A. 

Short Papers by Students. Chairman : Mr. 
A. W. Sleeman, A.S.A.A. 

Unless otherwise notified, all meetings will be held at 
the District Offices, Savings Bank Buildings, Heathfield 

Street, Swansea. 


Feb. 12th. 


Mar. 138th. 


April 8th. 


WEST OF ENGLAND. 
Syllabus of Lectures, 1935-36. 


1935. (At the Royal Hotel, Bristol, at 6 p.m.) 

Nov. 11. ‘Capitalisation of Profits and Issue of Bonus 

Shares,” by Mr. Percy H. Walker, F.S.A.A. 
Chairman, Mr. S. Foster, F.S.A.A. 

Nov. 25 “Stock Exchange Transactions,” by Mr. 
W. H. Grainger, F.S.A.A. Chairman, Mr. 
H. O. Johnson, F.S.A.A. 

Dec. 9 ** Consolidated Balance Sheets,” by Mr. R. 
Glynne Williams, A.C.A. Chairman, Mr. F. P. 
Leach, F.S.A.A. 

1936. 

Jan. 6. “* The Liability of Directors,” by Mr. E. W. W. 
Veale, LL.D. Chairman, Mr. G. J. Barron 
Curtis, F.S.A.A. 

Jan. 20. **Income Tax—Cessation and Succession,” 
by Mr. H. A. R. J. Wilson, F.C.A., F.S.A.A. 
Chairman, Mr. C. W. Clark, F.S.A.A. 

Feb. 3. ‘* Deeds of Arrangement,” by Mr. C. A. 
Sales, LL.B., F.S.A.A. Chairman, Mr. F. A. 
Webber, F.S.A.A. 

1935. (At the Guildhall, Gloucester, at 5.45 p.m.) 

Dec. 10. ** Capitalisation of Profits and Issue of Bonus 


Shares,” by Mr. Percy H. Walker, F.S.A.A. 
Chairman, Mr. D. G. Price, F.S.A.A. 


“Income Tax—Cessation and Succession,” 
by Mr. H. A. R. J. Wilson, F.C.A., F.S.A.A. 
Chairman, Mr. S. Dudbridge, F.S.A.A. 

“Partnership Law and Accounts,” by Mr. 
C. A. Sales, LL.B., F.S.A.A. Chairman, Mr. 
J. S. Dudbridge, J.P., F.S.A.A. 


Mr. Alfred E. Pugh, F.S.A.A., who is the President of 
the Incorporated Accountants’ South Wales and Mon- 
mouthshire District Society, has been appointed chairman 
of the Newport Technical College. 
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Society of Jncorporated Accountants 


and Auditors. 
(Scottish Branch.) 


Meeting of Edinburgh Members. 

A luncheon of the Edinburgh members of the Society 
was held in the Royal British Hotel, Edinburgh, on the 
18th ult. Mr. Robert T. Dunlop, President of the 
Scottish Branch, presided over a large attendance, and 
was supported by Mr. Charles Milne, K.C., M.P., one of the 
Board of Examiners ; Mr. D. R. Matheson, M.A., LL.B., 
F.S.A.A. ; Mr. J. Stewart Seggie, F.S.A.A., and Mr. James 
Paterson, Secretary. 

Speaking after the luncheon, Mr. Dunlop said it gave 
him great pleasure to meet so many of the Edinburgh 
members as it gave them an opportunity of meeting the 
members of Council and being helpful to each other. 

Mr. Dunlop referred to the loss sustained by the Society 
by the death of Sir James Martin, and asked those present 
to signify their sense of the loss by being upstanding. 

It might be somewhat dangerous, continued Mr. Dunlop, 
to refer to the question of Examinations in the presence of 
one of the Examining Board, but he would take that risk. 

The Society had now over 6,000 members. At the last 
examination in May they had one of the largest attendances 
of candidates, of whom, however, less than 50 per cent. 
passed. The standard of the examinations was very 
high, and the marking of the answers was considered 
severe, but only in this way could the standard of pro- 
fessional efficiency set by the Council be maintained. 

He had proposed at a meeting of Representatives of 
Branches and District Societies held last May that a panel 
of lecturers on examination subjects be set up to visit the 
different districts, and this was being considered by a Com- 
mittee of the Council. Only in this way, he thought, could 
candidates in places outside the University towns get proper 
instruction. 

Mr. Dunlop, dealing with income tax questions, said the 
effect of a high rate of income tax on industry was 
undoubtedly a burden on the trade of the country. Hopes 
had been held of some relief of this burden earlier this 
year, but international troubles appeared to have, for the 
time being at least, postponed any possibility of a reduction 
of this tax. 

Another matter in which he was interested was Company 
Law. At the moment he was very much interested in the 
question of holding companies’ accounts. Accountants 
were generally of opinion that the Companies Act of 1929 
required amendment in this respect, and in this connection 
he would like to pay a tribute to the work of Mr. Henry 
Morgan, one of their own members. The accounts of 
holding companies presented one of the most difficult 
problems which faced the accountancy profession. The 
attempts of legislators to deal with this question had been 
more or less ineffective. The particulars required by the 
Companies Act, 1929, to be disclosed were of so general a 
character as to be quite insufficient to afford to the share- 
holders the information necessary to enable them to form 
& proper view of the position and earnings of the business 
in which they had put their money. The Council of the 
Society in 1932 appointed a Committee to look into this 
question and that Committee presented a report which 
was adopted by the Council. 

One of the recommendations was as follows :— 

“That where a holding company has investments in 
one or more subsidiary and/or sub-subsidiary companies, 
there should be stated on the face of the accounts of the 
holding company the total amount of the ascertained 
profits or losses of such subsidiary and/or sub-subsidiary 
companies appertaining to the interest of the holding 
company in such companies, in so far as such profits or 
losses have not been brought into account in the profit 
and loss account of the holding company.” 

Having regard to the extent to which business was 
carried on through the medium of subsidiary companies, 
most accountants agreed that the time had come when 
the whole question of further and more adequate dis- 
closure should be reviewed. Although amending legisla- 


tion was not likely to be undertaken by a Parliament pre- 
occupied with so many domestic and international 
problems, the subject should not be lost sight of. 

The Chairman referred to the presence with them of 
Mr. Milne, one of the Board of Examiners, who had been 
of great service to the Society, and especially to the 
accountancy profession in Scotland, in connection with 
useful and necessary amendments to the Solicitors 
(Scotland) Bill when it was before Parliament. 

Mr. Milne said it gave him great pleasure to meet so 
many members of the Scottish Council and of those 
members whose work lay in Edinburgh. He had had 
many meetings with Mr. Paterson, their Secretary, over 
examination matters, and no doubt he had also come 
across some of those present, although he would only know 
them by numbers. Generally speaking, the answers to 
Scots law questions were very well done. 

Mr. J. Stewart Seggie, Past President, also addressed 
the meeting, and referred to various matters arising out of 
the difficulty of dealing with the subsidiary accounts of 
holding companies. 

Mr. Milne moved a vote of thanks to Mr. Dunlop for 
presiding, which was cordially given, and a similar vote 
was, on the motion of Mr. Dunlop, accorded to Mr. James 
Paterson, Secretary of the Scottish Branch, for arranging 
the luncheon. 


Scottish » RNotes. 


[FROM OUR CORRESPONDENT.) 


Meeting of Scottish Council. 

A meeting of the Council of the Scottish Branch was 
held in Edinburgh on the 18th ult. There were present 
Mr. Robert T. Dunlop, President of the Branch, Mr. W. 
Davidson Hall and Mr. D. R. Matheson, M.A., LL.B., 
Vice-Presidents; Mr. J. Stewart Seggie, Edinburgh ; 
Mr. Archibald Macintyre, J.P., Hamilton ; Mr. E. Morti- 
mer Brodie, Port Glasgow ; Mr. D. M. Muir, Dunfermline ; 
Mr. W. L. Pattullo, Dundee ; Mr. John A. Gough, and 
Mr. Peter G. S. Ritchie, Glasgow, and Mr. James Paterson, 
Secretary. 

Apologies for absence were intimated from Mr. John 
Bell, Mr. Alexander Davidson, Mr. William Houston, 
Mr. Wm. Hill Jack, Mr. Walter MacGregor, Mr. J. T. 
Morrison, Mr. J. Cradock Walker, Mr. E. Hall Wight and 
Mr. W. J. Wood. 

Before commencing the ordinary business of the meet- 
ing, the Chairman referred to the loss sustained by the 
Society by the death of Sir James Martin. Sir James had 
been a good friend to the Scottish Branch and had always 
taken a warm interest in it, and he moved that they record 
in their minutes their appreciation of the services rendered 
by Sir James Martin to the Society, and their very sincere 
regret at his passing. 

The Secretary submitted a report as to the number of 
examinees likely to attend at the November examina- 
tions, and also stated that, since last meeting, he had 
dealt with a large number of inquiries from persons 
desiring to sit for the Society’s Examinations. Reports 
were also made as to the Students’ Societies. A large 
number of other matters connected with the accountancy 
profession and the interests of members of the Society 
in Scotland were considered and variously dealt with. 


Incorporated Accountants’ Golf Club 
The final Golf Meeting of the session took place at the 
Lochgreen Golf Course, Troon, on the 12th ult., when 
the Dunlop Cup was won by Mr. James W. Wishart, 
A.S.A.A., Glasgow, and the second prize, also contributed 
by Mr. R. T. Dunlop, was won by Mr. J. C. McMurray, 
F.S.A.A., Kilmarnock. 
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Rotes on Legal Cases. 


COMPANY LAW. 
Berry v. Tottenham Hotspur Football Company. 
Interrogatories as to Articles. 

Crossman (J.) held that where a company’s Articles 
provide that its directors may decline to register a transfer 
on certain grounds without specifying those grounds, it 
cannot be interrogated as to the grounds on which it 


(Ch. ; (1935) L.J.N., 148.) 

Hearts of Oak Insurance Company v. Flower & Co. 
Minutes. 

Some minutes of directors’ meetings of a company, 
consisting of a number of loose leaves fastened 
together in two covers, were tendered in evidence. 

Bennett (J.) held that the document in question, being 
one from which it was possible to take something out or 
put ——e in, was not a book within the meaning of 
sect. ~ heyy the Companies Act, 1929, and therefore not 


EXECUTORSHIP LAW AND TRUSTS. 
In re Green. 


Precatory Trust. 


A testatrix devised and bequeathed her real and 
personal estate to trustees to be equally divided between 
a brother and a sister. The will further provided: “ I 
particularly desire my brother’s share s at his death 
pass to his sons.” 

It was held that having regard to the tendency of 
modern decisions in cases on the border line to lean 
against construing expressions of the kind in question as 
creating a trust, the desire expressed by the testatrix 
in her will must be treated as the expression of a mere 
hope on her part that her brother would, at his death, 
leave his share in the property to his sons. There would 
accordingly be a declaration that the brother took his 
share in the property absolutely. 

(Ch. ; (1985) W.N:, 151.) 


REVENUE. 
Kelly v. Rogers. 
Trustee’s Liability to Assessment. 

The Court of Appeal held that a trustee is liable to 
assessment to income tax unless the beneficiary can show 
that he is entitled in equity to the income and that the 
tax is not payable by him. 

(C.A.; (1935) L.J.N., 176.) 


Stevenson v. Inland Revenue. 
What is a Landlord ? 

Houses were let in separate tenements or suites of 
apartments to several occupiers for a weekly rent by the 
occupier of the whole property. 

It was held by the Court of Session that ‘ landlord ” 
meant the person who stood in the position of landlord 
in relation to the several occupiers although he might be 
only the tenant of the property. 

(C.S. ; (1935) S.L.T., 492.) 


INSOLVENCY. 
In re Risser. 
Construction of Deed of Assignment. 

Farwell (J.) held that a deed of assignment for the 
benefit of creditors on trust to pay creditors “* rateably 
according to the laws of bankruptcy, the debts due to the 
creditors ’”’ does not entitle the creditors to interest. 

(Ch. ; (1935) L.J.N., 133.) 


In re Shenton. 
Deed of Assignment. 
A trustee under a of assignment may under sect. 
15 (f) of the Trustee Act, 1925, compromise or otherwise 


settle a claim of a person claiming to be a preferential 


r. 
Ch. ; (1935) L.J.N.. 133.) 


In re Barker. 


Voluntary Settlement. 

Farwell (J.) held that a voluntary settlement made 
more than two years before bankruptcy, containing 
power for the settlor to raise a sum which is more than 
sufficient to pay his debts when the settlement is executed. 
is not void under sect. 42 of the Bankruptcy Act, 1914. 

(Ch. ; (1935) L.J.N., 119.) 


In re a Judgment Debtor (No. 23 of 1934). 


Committal Order. 

Luxmoore (J.) held that the Court could commit to 
prison a person making default in payment of a debt 
rovided it was proved that since the judgment he had 
the means to pay. On a judgment summons asking 
for committal an order for payment by instalments could 
be made, even if the Judge were not satisfied of the 
existence of means. Before an instalment order could 
be made there must be an application for committal. 
It was not the practice to commit on first application 
but to give the debtor a chance of paying by instalments. 
his probable future income being considered in adjusting 
the instalments, since the basis of the committal jurisdic- 
tion was wilful refusal to pay in spite of having the means. 
Committal was a punishment not for poverty or the 
reckless incurring of liabilities, but for the dishonest 
use for other purposes of funds available to pay what 
was ordered to be paid. Prima facie a committal order 
should issue forthwith, but where a debtor genuinely 
desired to make good his default, the Court might direct 
the order to lie in the office, and not to issue, if the moneys 
were paid within some named period or by named instal- 
ments. The prospects of future means were material. 
but in the case of a wage earner with no other means the 
prospects of future payment only became an element for 
consideration when the sum for which he was committed 
was fixed, and then only for the purpose of deciding what 
terms of suspension would allow a chance of making 

good the default. 

(Ch. ; (1985) W.N., 128.) 


In re a Debtor. 


Security for Costs. 

The Court of Appeal held that where receiving orders 
have been made in two separate Courts and appeals are 
presented against each, the Court of Appeal will in « 
proper case dispense with security for costs in one of tlic 


appeals. 
(C.A.; (1935) L.J.N., 132.) 


MISCELLANEOUS. 
Keohane v. Byrne. 
Evidence Ses of Attesting 
it ness. 


The plaintiff, as administrator of J.M., deceased. 
claimed the amount alleged to be due by the defendants 
P, B. and J. B., to the plaintiff on a promissory note 
made by the defendants in favour of J.M. The promissory 
note bore the signatures of the defendants, and these 
signatures had been attested. Evidence was given identify- 
ing the handwriting of the subscribing witness. Evidence 

_ was also given of an arrangement as a result of which 
J. M. refrained from taking legal proceedings against the 
defendants. 

It was held by the Court of Appeal, N.I., that the signa- 
ture of the defendants could be properly proved by merely 
pro the handwriting of the attesting witness, and that 
the evidence tendered was sufficient to establish a prima 
facie case in the absence of evidence to the contrary. 


(C.A. ; (1985) N.I., 68.) 
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